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Where Humor Wins 
Sirs: 

The question as to whether banks should 
use humor in their advertising has always 
been debatable, but, like many other good 
things in life, it all depends how it is used. 








LIE WHO /S ALWAYS" RUNNING SHORT SELDOM 
WNS SUCCESS—IRAIN YOURSELF TO SAVE. 


In our efforts to make the copy fit the 
medium, we have used the cartoon style 
of advertising involving a play on words, 
mostly savings, in school magazines, foot- 
ball and hockey programs, etc., and from 
the favorable comments received, we are 
convinced that this type of advertisement 
is getting our message over, where other 
forms of copy would be ignored and for- 
gotten. 

Cc. P. C. Downman, Editor, 
Royal Bank Magazine, 
Royal Bank of Canada, Montreal 
—_—oe— 
Auf Wiedersehen 
Sirs: 

After fifty-three years’ association with 
the Hyde Park Savings Bank (Boston) I 
have resigned as its president and presume 
you will desire to discontinue sending this 
publication. 

For the past favor, I thank you. I have 
enjoyed and received benefit from many 
of its articles. 

F. N. TirRRELL 
—_oe— 


“Pleased to Acknowledge r 


Sirs: 

Enclosed is a marked copy of our June 
Publicity Bulletin in which we call the 
attention of our subscribers to certain good 
articles in the April issue of your magazine. 
It is seldom that The Burroughs Clearing 
House does not carry one or more articles 
which we mention in this department the 
following month, feeling sure that trust 
officers would benefit by reading them. 

Let me personally take this occasion to 
express my appreciation of your magazine. 


Mere E. SELeEcMAN, Assistant Secretary, 
Trust Company Division, 
American Bankers Association, 
New York 


—o— 
He Meant Banks, in the 
United States, Prior to 1905 


Sirs: 

[ was interested in reading an article in 
your May issue (“Rewards Beyond the 
Salary—in a Bank’’) by W. J. Irving on the 
Subject of old age pensions, but I did not 
understand his reference to “pioneering” 
in the subject between the years of 1905 
and 1916. . 

[ presume that a pension fund in a foreign 
country, such as that of the Canadian 
Bank of Commerce, whose pension fund 
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was established in 1894, was outside the 
ken of Mr. Irving’s article, but in your own 
country there were quite a few pension 
funds in existence prior to 1905, such as the 
Consumers’ Gas in New York, founded in 
1892, United Electric Railways, Portland, 
in 1901, Gorham Manufacturing Company 
and Standard Oil in 1903, Dupont’s in 1904 
and, a little later among the banks, Speyer 
& Company in New York in 1906, First 
National 1911 and Bankers Trust Company, 
New York, in 1913, to mention only a few. 

I enclose as a matter of interest our 
Staff magazine, The Caduceus, for January, 
1931, in which is an article descriptive of 
the Pension Fund of this bank. 


C. L. Foster, Secretary, 
The Trustees of the Pension Fund of 
The Canadian Bank of Commerce, 
Toronto 


—_oe— 


Photographs Preferred to Cuts 


Sirs: 
We are enclosing a short story of the 
progress of the new building of the First 


National Bank and Trust Company. 
Possibly you will find this of sufficient inter- 
est to use in the next issue of your pub- 
lication. 

Under separate cover our engraver is 
sending you a halftone, proof of which is 
enclosed. This plate, one column in width, 
was made of a size and screen in keeping 
with specifieations for your publication set 
forth in the Standard Rate and Data service 
and I trust you will find it usable. 

Thanking you for your courtesies and 
with all best wishes, I am 

R. D. WiLsor, Vice-president, 
First National Bank and Trust Company, 
Oklahoma City 


The specifications for cuts set forth 
in Standard Rate and Data service 
refer to illustrations for the advertising 
pages. Rarely are these sizes adaptable 
for illustrations in the editorial columns. 
To insure availability for editorial use, 
please send photographs instead of 
cuts —always. 
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The Probability of Future 
Liquidations—a factor in bank investing 


“What is the likelihood that the bank will need to 
liquidate part or all of its bond holdings?... In 
seeking an answer to this question, it will be well to 


study the circumstances under which the bank has sold 


bonds in the past.” 


The paragraph quoted above was taken from an extended study made a short 
time ago for one of our bank clients. 


The institution for which the study was prepared has for many years main- 
tained a substantial reserve account of bonds. The problem was mainly one of 
determining the reasonable requirements of the bank, and of ascertaining the 
extent to which these requirements were, or were not, provided for in the invest- 
ment structure which existed at that time. 


In attempting to solve a problem of this kind, it manifestly pays to investi- 
gate the extent to which liquidation has been necessary in the past, and the 
conditions under which it took place. The findings may or may not be conclu- 
sive but, considered along with all the other factors of importance, they often 
have definite value in determining a sound investment policy for the future. 

Further information on the subject of bond reserves for banks will be found 


in our folder, Sound Investment Practice for the Commercial Bank. A copy will gladly 
be sent any interested banker upon request. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 South La Salle Street + NEW YORK, 35 Wall Street 


A N D oT ® & & PRIN CIPAL 


ke THE PROGRAM THAT-DOES MORE THAN ENTER- 
TAIN. Every Wednesday evening thousands increase 
their knowledge of sound investment by listening to 
the Old Counsellor on the Halsey, Stuart & Co. pro- 
gram. Broadcast over a nation-wide N. B. C. network. 
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heap Money a Mixed Blessing 


Its Use for Constructive Purposes Is Largely a 
Delusion and Its Injury to Banks Is Very Real 


cBy Joseph Stagg Lawrence 


Vice-president, Board of Industrial Counselors, Inc. 


ONEY today is cheap and uneasy. For the first 
M time in rate history a ninety-day instrument of 

credit was quoted in the New York market at less 
than one per cent. When the owner of capital secures but 
seven-eighths of one per cent, that return may be said to 
approach the vanishing point. His willingness to accept 
this rate constitutes a demonstration of the original state- 
ment. 

If the average borrower throughout the land were able 
to secure credit at such a rate it might be proper to speak 
of money as being cheap and easy. Such a preponderant 
portion of our investments is loaded with apparent pros- 
pects of depreciation that the average individual or institu- 
tion with liquid funds and eager to preserve the integrity 
of the capital equity will forego what has always been con- 
sidered a reasonable return for the sake of complete safety. 
It is the desire for safety and liquidity rather than returns 
which today dominates the money market. 

This phenomenon has always been characteristic of 
depressions. The gully in the business cycle marks a 
period of acute losses. The injury to capital equities is so 
severe and the experience so painful and fresh that the 
owner seeks the preservation of his funds at all costs. From 


SALE 
PRICES 


the point of view of this investor there develops a finely 
and critically selective policy which rigidly excludes all 
opportunities that confess on their face any prospect of 
risk present or remote. 

On the other side of the market the promoter who is 
willing to use funds finds his own opportunities diminished 
in periods of depression, and has less occasion to use them. 
We, therefore, find forces on both sides of the market, 
supply and demand, forcing reduction in the rates. 

In boom periods the reactions are precisely the opposite. 
With opportunities for a profitable use of funds exceeding 
the supply, with investors willing to assume risks not 
voluntarily courted in such times as the present, money 
rates move upward. This statistical series, therefore, has 
always been highly regarded by economists and statis- 
ticians as a barometer of general business conditions and 
we discover upon examination of past experience a remark- 
able correlation of general money rates and general busi- 
ness activity. 

At the present time two sets of factors, natural and 
artificial, operate upon money rates. Among natural 
factors we have first of all the rate of accumulation of 
capital. In this country since the war, the rate has varied 
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from five to twelve billion dollars a 
year. A part of this has been absorbed 
directly by investment in the enter- 
prises responsible for its creation. The 
balance appears in the form of liquid 
capital available for the market. Over 
a period of years the division between 
capital directly invested in business 
and indirectly available through the 
sale of securities, is approximately 
equal. 

The second factor is the rate of 
destruction of capital. The greatest 
consumer of capital goods is war. 
Since we have fully repaired the de- 
struction of the last great conflict, the 
world is now able to go ahead and 
accumulate exclusively for its peace- 
time purposes. It is probable that 
this particular adjustment is one of 
the major contributing causes of the 
present depression. 

The third factor bearing on money 
rates is the change in commodity 
prices which has been in evidence dur- 
ing the last eighteen months. As a 
result of a decline in prices of approxi- 
mately 25 per cent, the purchasing 
power of the dollar has increased cor- 
respondingly. Theoretically this is 
supposed to have a decided effect upon 
money rates, since the individual with 
funds to loan at present, to be repaid 
at some time in the future, is presumed 
to calculate the greater value in terms 
of goods of the dollar which he receives 
in payment. 


FOURTH natural factor bearing 

upon interest rates has already been 
mentioned, viz.: the restricted oppor- 
tunity for profitable use of funds. It 
is evident that all four factors at the 
present time are operating toward a 
decline in money rates, yet it is ex- 
tremely doubtful if they alone are 
capable of accounting for the extra- 
ordinary drop which has taken place. 
The rates of today can be explained 
only by the intervention of the Federal 
Reserve System in the normal price- 
making processes of the money market. 
From a discount rate of 6 per cent in 
the early autumn of 1929, the Federal 
Reserve Bank of New York has 
dropped to 14% per cent. The rate for 
bank acceptances has moved along 
with the re-discount rate and in the 
decline has found an all-time low. 


| 


| 


i 
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As long as the Reserve banks are 
willing to purchase the best kind of 
acceptances without limit, at a dis- 
count of only seven-eighths of one per 
cent, that willingness must necessarily 
have an effect upon the general level 
of rates in the New York market. So 
powerful is this bank as a buyer that 
it can dominate the market. The in- 
fluence of the re-discount rate is much 
more limited since it applies only to 
banks which must resort to the 
Federal Reserve Bank to take care of 
adverse clearing house balances or 
increased reserve requirements. 


HE last monthly report of the 

Federal Reserve Board shows in- 
debtedness of member banks to the 
Reserve banks to be slightly in excess 
of 176 million dollars. This contrasts 
with total loans and investments of 
member banks to their own clients 
amounting to almost 35 billion dollars, 
the former being equal to one-half of 
one per cent of the latter. On the 
other hand, the volume of acceptances 
and commercial paper which consti- 
tute the credit instruments most 
susceptible to the open market rates 
of the Reserve System, amounts to 
approximately 11% billion dollars, or 
eight times the total of borrowings of 
member banks from the central bank. 
However open may be the question 
of the precise power of the Federal 
Reserve System in other fields, there 
can be little doubt that it exercises a 


controlling sway in the country’s 
money market. Incidentally, the 


greatest disparity exists at the present 
time among the various Reserve banks, 
with the New York rate at 1% per 
cent and the Minneapolis rate at 31% 
per cent. Seven of the twelve banks 
still maintain their rates at 3 per cent 
or better. If the price paid by banks 
for funds borrowed at Reserve banks 
were a material factor in their costs, 
this disparity might work a real hard- 
ship. Fortunately that is not the 
case, since the cost of borrowed central 
bank funds in 1930 amounted to a 
fraction of one per cent of the total 
costs of member banks. 

It can be seen that artificial and 
natural factors at the present time 
unite to force rates in the same direc- 
tion. This is desirable undoubtedly 
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for certain reasons, but it is possible 
that the significance of these low rates 
has been exaggerated. As far as 
relief to business is concerned, or 
stimulus to enterprise, these low rates 
have little value that is visible. They 
apply only to loans within an area of 
perfect safety. 

Among the beneficiaries whom we 
may enumerate, there is first of all for- 
eign trade. A substantial portion of our 
acceptances arises from international 
transactions, and the very low rates 
prevailing encourage the extension of 
credit to able foreign buyers. They 
are a help also to the large commercial 
borrower at home whose credit rating 
is unimpeachable. In the third place 
the ability to borrow funds freely 
must be considered a solace to the 
stock market operator, although he 
would cheerfully pay a much higher 
rate if only stocks would turn about. 
The fourth substantial beneficiary is 
the State and all its subdivisions. It 
gives these governments a chance to 
refund their long-term obligation at a 
lower rate of interest and makes 
possible definite economies in meeting 
their current requirements. 

Finally, we have the effect on gold 
movements. We are again witnessing 
a revival of the agitation, so con- 
spicuous after the war, to abandon the 
gold standard. This is due to its 
reputed failure to prevent a decline in 
commodity prices and to the apparent 
concentration of the world’s gold 
supplies in the United States and 
France. The maintenance of pro- 
hibitory loan rates for liquid funds in 
this country will tend to repel foreign 
capital and encourage the flow ot 
home credit to other money markets. 
This, plus the anticipated encourage- 
ment to business, are probably the 
motives of the Federal Reserve officials 
in keeping rates at their present low 
level. 


N the other hand, this deliberate 

depression of rates is no help to 
the country’s banks. It reduces their 
income at the very time that certain 
other costs rise. Attention has been 
frequently called to the fact that the 
banks of the country are striving at 
this time to secure the utmost liquidity 
consistent with the maintenance of 


(Continued on page 43) 
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OR many years — 
be ever since real 

estate has been 
bought and_  sold—it 
has been customary 
for a third party to 
take title to land 
to accomplish certain 
definite purposes. 
Sometimes it was to 
conceal the real iden- 
tity of the owner. At 
other times it was for 
the purpose of putting 
the property beyond 
the reach of creditors. 
Again, it was to insure 
the transfer of title in 
case either spouse be- 
came insane or in- 
capacitated. 

When such trustee 
was an individual, be- 
fore the days of corpo- 
rate fiduciaries, it fre- 
quently happened that 
the result sought failed 
of accomplishment. 
The trustee himself 
might become involved 
in litigation or do- 
mestic difficulties, be- 
come insolvent or die 
while holding title. 
There was also the 
danger that he might refuse to recon- 
vey, necessitating the filing of a bill 
in equity by the real owner to have the 
title established. 

A most interesting case of this latter 
nature is revealed by the old records 
in the archives of Chicago Title and 
Trust Company. 

In 1833, Major Julius J. B. Kings- 
bury, then stationed at Fort Dearborn, 
bought two lots in what is now known 
as the Loop, at the corner of Randolph 
and Clark Streets. Upon the death of 
Major Kingsbury, in 1856, the prop- 
erty descended to his daughter, who 
Subsequently married General Simon 
B. Buckner of Kentucky. 

In May, 1861, following the out- 
break of the Civil War, the Buckners, 
fearful of confiscation of the property 
by the government, inasmuch as 
General Buckner was an officer in the 
Confederate Army, deeded their inter- 
ests in the property to Henry W. Kings- 
bury, then a lieutenant in the United 


Building, 


The Insurance Exchange 
Chicago, 
handled under the Illinois 
form of land trust, said 
to be the largest piece of 
financing ever undertaken 
in this manner 


Land ‘Trusts in 


By P. P. Pullen 


Chicago Title and Trust Company 








States Army, a brother of Mrs. Buck- 
ner. The following year Lieutenant 
Kingsbury was killed in action at 
Antietam. 


AS a result of the passing of the 

Buckner deed, the Kingsbury heirs 
were of the opinion that they owned 
the property. After the close of the 
war, however, the Buckners returned 
to Chicago and took steps to establish 
that the conveyance was made to pro- 
tect the ownership of the property and 
that the deed to Kingsbury was really 
a transfer in trust. There followed 
many years of expensive litigation — 
the property having become very valu- 
able —until, in 1890, the United States 
Supreme Court decided in favor of the 
Buckners. 

The fact that state laws differ 
materially with respect to real estate, 
gives rise to two types of trust: The 
one in which the interests are in the fee 
title, of which Ohio trusts are typical, 
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and the other in which 
the interests are per- 
sonal property, a trust 
more common, per- 
haps, in Illinois, fast 
becoming exceedingly 
popular. 

The objection to the 
first form is that the 
interests, such as 
dower, being in real 
estate, present certain 
legal difficulties inci- 
dent to transfer which 
render them inflexible. 
Dower interests are 
troublesome and in 
some states judgments 
attach to interests in 
land without the for- 
mality of actual levy 
and seizure. The laws 
of descent of real 
property also compli- 
cate the picture. Natu- 
rally, then, the cer- 
tificates of beneficial 
interest are not suffi- 
ciently liquid to render 
them readily accept- 
able as collateral for 
loans. 

In sharp contrast, 
is the situation with 
respect to the Illinois 
type of land trust under which the 
interest of the beneficiary is personal 
property and is in the earnings, avails 
and proceeds arising from the opera- 
tion and disposition of the property. 
Under this type the certificates of 
beneficial interest may be dealt with 
much the same as a stock certificate. 
They may be transferred by a simple 
assignment and used as collateral 
security for a loan. If the beneficiary 
of such a trust dies, his interest passes 
to his executor or administrator instead 
of to his heirs-at-law. If he is absent 
or incapacitated, the trustee may act 
for him and transfer title without the 
signature of the spouse. Judgment 
against a beneficiary does not become 
a lien on the land and the liability of 
the beneficiary is limited to the amount 
actually invested. Ifacontingent benefi- 
ciary is named in the trust, probate of 
the property at the death of the creator 
of the trust is avoided. 

The terms of such a trust are set out 
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in a trust agreement signed by the 
trustee and the parties at interest, each 
of whom is supplied with a copy of the 
agreement itself as evidence of his 
beneficial interest. This agreement is 
not recorded. The deed to the trustee 
itself creates the trust and refers to the 
trust agreement, without, however, 
setting forth its terms. The deed is 
placed on record in the proper juris- 
diction. ‘Thus, while anyone is pro- 
tected in dealing with the trustee, the 
identity of the beneficiaries and the 
terms of the trust are not dis- 
closed. 

Perhaps one of the simplest 
and most common uses of the 
land trust of the type just dis- 
cussed is illustrated by the case 
in which several heirs own un- 
divided interests in the fee. If 
these heirs are widely separated 
geographically, there is even 
greater need for a trust. Should 
the property be offered for sale, 
and a bid is received, it may be 
necessary to communicate with 
each heir before acceptance. In 
the meantime, there is no way 
of binding the prospective pur- 
chaser. If the heirs finally agree 
on a price, it then becomes neces- 
sary for each owner to convey, 
in which conveyance the spouse 
must join. Should there be a 
judgment against any one of the 
several owners, this judgment, 
in some jurisdictions, may be- 
come a lien on the land merely 
by filing the judgment. Then, 
before clear title to the whole 
property can be given, this lien 
must be removed. 

All of these objections may be 
obviated by placing the property 
in trust and authorizing the 
trustee to deal with the property 
on the instructions of only one 
of the owners. Thus the death 
of one beneficiary need not com- 
plicate or delay dealing with the 
title to the real estate. The signature 
of the spouse is not necessary to con- 
veyance by the trustee. There is no 
danger of encumbering the property by 
personal judgment against the bene- 
ficiaries. If the property is held in 
trust, it is possible to give a good deed 
and title to a purchaser within a few 
hours, or even minutes, after he had 
made his deal. If the funds are made 
payable to the trustee, the beneficiaries 
are further assured of receiving a full 
accounting and a prompt and equitable 
division of the shares. 

In case it is necessary to raise funds 
on the property while it is held in trust, 
the trustee may be instructed by the 
beneficiary or beneficiaries to execute 
a mortgage for that purpose. The 
beneficiaries, naturally, must arrange 
for the loan themselves. If the lender 
is willing to loan on the value of the 


property itself, there is an added ad- 
vantage to the beneficiaries in not 
being liable for any deficiency in case 
of default. Likewise, no deficiency 
will lie against the trustee if the mort- 
gage is carefully drawn to limit this 
liability. 

Frequently, however, the lender will 
require some security in addition to 
the trustee’s mortgage. This may be 
arranged in one of several ways: 
through notes secured by a trust deed, 
both executed by the trustee; through 
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a trust deed executed by the trustee to 
secure payment of the notes of the 
beneficiaries; through certificates of 
indebtedness issued by the trustee 
against the proceeds of the property. 


ANY individuals who deal exten- 

sively in real estate never take or 
hold title in their own names. Title to 
all property purchased is taken in the 
name of a corporate trustee and the 
purchaser receives certificates of bene- 
ficial interest issued by the trustee 
evidencing his interest. The trustee 
then deals with the property on the 
direction only of the real owner. The 
signature of the spouse is not required 
and the title can be transferred by the 
trustee even though the owner may be 
in Africa or the middle of the Atlantic. 
Furthermore, by having title trans- 
ferred from the seller to a trustee, the 
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name of the real purchaser does not 
appear in the public records and the 
trustee need not disclose this informa- 
tion. The identity of the real owner 
may remain entirely hidden. 

Such concealment of the identity of 


the real purchaser may be especially 


important to railroads, utility com- 
panies and industrial corporations in 
acquiring industrial properties. It is 
usually the case that once it becomes 
known that a railroad is looking for a 
new right-of-way, or a large corpora- 
tion is buying adjoining proper- 
ties for building purposes, the 
price of these properties imme- 
diately soars. This may be 
avoided by having the trustee 
negotiate for the various parcels 
quietly, taking title to the sepa- 
rate pieces and holding them in 
trust until the entire holdings 
are assembled, then transferring 
title to the real owner in bulk. 

This method was employed a 
number of years ago when the 
produce merchants in the old 
South Water Street district in 
Chicago decided to purchase and 
finance a new produce market. 
The property to be acquired was 
located where values were small 
and was owned by several hun- 
dred individuals, mostly for- 
eigners not acquainted with 
finance and real estate methods. 
It was necessary to make all 
payments in cash, since the 
owners were little used to checks. 
The backers of the plan deposited 
funds with the trustee and the 
latter, through its agents, con- 
ducted all negotiations for the 
purchase and settlement of the 
properties, taking deeds in its 
own name as trustee. In this 
particular case a continuing trust 
was created, the trustee held 
title to the entire property and 
certificates of beneficial interest 
were issued to the participating 
produce merchants. 

In many states, partnerships, not 
being legal entities, cannot hold title 
to real estate. The usual method has 
been either to hold title in the name ol 
one partner or in the names of the 
partners as joint tenants. The former 
arrangement is in the nature of a trust 
for the partnership. 

A better way is for the individual 
partners to convey their interests I 
the fee to a trustee, taking back cer- 
tificates of beneficial interest. These 
may be divided among the partners 10 
proportion to their partnership inter- 
ests, and held by them in their indi- 
vidual capacities, or may remain as 
personal property holdings of the 
partnership itself. 

Perhaps land trusts have had their 
widest application in the handling 0! 
subdivision projects. Formerly the 


(Continued on page 39) 
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CLEARING HOUSE 


ARELESS and unprofitable bank 
C depositors are being brought to 

taw in Minneapolis, new revenue 
is coming in to banks there, savings are 
being made in operation, uniform pro- 
cedures are being worked out among 
banks and studies conducted toward 
setting norms for intra-city bank ad- 
ministration; banks can discuss to- 
gether their mutual problems, in- 
formally, without going on record or 
committing themselves to action; ques- 
tions of banking practice are threshed 
out, intimate information about cus- 
tomers exchanged, common enemies 
guarded against and bank interests in 
general promoted throughout the city; 
certain fortunate bank men get fed 
twice a month at the expense of their 
institutions, and competing bankers 
love one another —all, or largely, be- 
cause the Exchequer Club has been in 
existence the last fourteen years or so 
and functioning on all fours, or sixes, 
or eights, pretty much of the time. 

The Exchequer Club is an organiza- 
tion whose members are officers of 
Minneapolis banks. All the banks are 
represented in it. It meets twice a 
month, for dinner and _ discussion, 
through nine months each year and 
takes the summers off. It is concerned 
with bringing about understanding, 
friendliness, and uniformity in methods 
and practices among banks in the city. 

Perhaps its greatest specific achieve- 
ment was the adoption several years 
ag0 of a uniform monthly service 
charge, city wide, against commercial 
accounts of balances averaging less 
than $100. The proposal originated 
within the club, and after a tryout by 
members, was presented by it to the 
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local clearing house association. The 
clearing house made it a formal rule. 
Not far behind in importance was the 
more recent adoption by all the banks, 
after consideration within the club, of 
a uniform charge on returned checks, 
the N. S. F. kind. 

The service charge, fifty cents at 
first, was advanced to a dollar; the 
returned-check charge, once twenty- 
five cents, is now fifty. The latter 
charge, after a year and a half of 
imposition, is said to be bringing in 
monthly an average of perhaps $100 
to banks below the very large ones; 
this, besides being a discourager of the 
overdrawing habit. 


But these are only two of many sub- 

jects that have engaged the club, 
discussions of which, members testify, 
have contributed to better methods 
and common procedure in some or all 
of the banks. There was the study of 
interest rates being paid on savings, 
reflected later in a general reduction of 
one-half of one per cent from the pre- 
vailing rates. There was the compari- 
son of number of bookkeepers to 
number of accounts handled, and 
of the numbers of items handled 
by employees in various departments. 
Methods of getting new business have 
been debated. Should a bank employ 
solicitors or have members of its own 
force solicit new accounts? What about 
prize contests within the force? What 
kind of premiums to offer?  Desir- 


ability of promoting Christmas Sav- 
ings Clubs among depositors, has 
engaged the body, and revival of 
dormant accounts, and analyses of 
account costs—but let’s go into the 
story in an orderly way. 

Members like to stress that the club 
is distinctly a business, not merely a 
social, body. It has always been an 
informal group, with no rules and no 
records and no habit of adopting reso- 
lutions. It has encouraged freedom of 
discussion; any member may bring up 
any question that interests him and 
ask the others how they deal withit. Or 
he may volunteer an experience of possi- 
ble value to the rest, as some new quirk 
in forgery or other attempt to defraud. 

Speakers are asked in at times, from 
the banking field —as the examiner for 
the clearing house or the state superin- 
tendent of banks —or from outside, for 
an informed bank man should be alert 
to the main currents in all other kinds 
of business. Thus, the club has listened 
in recent months to a merchandiser, 
who talked on retail trade, and to the 
secretary of the Minneapolis Chamber 
of Commerce, who dealt with the 
federal farm relief measures and the 
service of grain exchanges. 

The speaker may be a student of 
chain-store operation, a credit man, a 
freight rates expert, a proponent of 
upper Mississippi River development, 
a railroad executive or a man from the 
post office. The talks are gauged to 


take up only half the meeting. Speakers 
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are arranged for not oftener than every 
other meeting, the in-between sessions 
being devoted to round-table discus- 
sions by members. Meetings end by 
eight o’clock, to leave the evenings 
free for other engagements. 

Thirteen to fourteen years ago there 
were fifty or more banks in Minneap- 
olis, mostly small ones, as compared 
with about twenty-five today. There 
were no groups. Competition was 
keen. The conviction grew upon 
R. W. Manuel, then with the old Ex- 
change State Bank —later combined to 
form the Marquette National, of which 
Mr. Manuel is president—that it 
would be a good thing for bankers in 
Minneapolis if they could get better 
acquainted and talk things over now 
and then. He invited a small number 
of officers in different banks to meet 
him at luncheon. 

There were other such meetings, new 
men attending each time by invitation. 
There seemed to be a place for that 
sort of thing, a means whereby bankers 
might exchange experiences and com- 
pare views. Acquaintance led to 
tempering the rigors of competition, to 
rubbing off the rough corners in bank 
contacts. Men meeting at those 
luncheons began to feel free to call one 
another by telephone, at their banks, 
for information about points in the 
day’s work. Many an officer never has 
occasion to go into any other bank 
than his own; this afforded a sub- 
stitute. 

After a time, the luncheons proving 
successful, some one suggested that the 
group form a club and it was done. But 
the informal nature was continued; 
membership has always been only by 
invitation. Though the club began as 
a movement among the smaller banks, 
the large ones came in later and helped 
keep it going after many of the smaller 
banks had passed away through mergers 
or other causes. There are no dues, 
the expenses, as for dinners, being paid 
by the banks, each for its own mem- 
bers. The treasurer draws upon the 
banks as he needs funds. 

While set speeches have place in 
the club’s pro- 
grams, thepurpose 
of comparing 
notes and working 
for uniformity in 
practices is always 
uppermost —or 
parallel with that 
of promoting 
friendly relations. 
By enabling its 
bank men to know 
one another, the 
club is credited 
with having paved 
the way to mutual 
respect and con- 
fidence, and inter- 
communication on 


many kinds of bank problems. Because 
of it, every bank can now query any 
other bank as to whether so-and-so has 
an account, or what his record as a 
borrower, and get an immediate 
answer. Members of the club are key 
men in their respective banks for that 
relation. 

The returned-check charge illus- 
trates the practical working of the 
club. What is now a general practice 
began with the initiative of a single 
bank which put it into effect on its own 
account. It reported results to the 
club. Other banks tried the charge, 
found it worked well. There was no 
formal or concerted action affecting all. 
While this levying of a charge on 
N. S. F.’s was instituted mainly as an 
educational measure, to move lax de- 
positors to take better care of their 
accounts, the revenue it brings in is a 
considerable factor. 


HE club conducts various minor 

studies to bring out how the banks 
are operating this or that department, 
with an eye to possible readjustments 
here and there. An instance wasits spon- 
soring of a compilation of the number of 
bookkeepers and total number of com- 
mercial accounts in all the banks at a 
given time. This to arrive at an 
average of accounts per bookkeeper. 
Comparisons suggested that a fair 
number for one bookkeeper was 450 to 
600 individual accounts, an average, 
say, of 500. If a bookkeeper were 
handling less, it raised a question 
whether he was below par, needed 
speeding up, or had an unusually large 
number of very active accounts. It 
may have disclosed where a man might 
be dropped in this or that bank, and 
every saving of a salary is an achieve- 
ment for a department. Along the 
same line, was the check by all banks 
of the number of items handled in an 
agreed month by certain employees — 
tellers, bookkeepers, stenographers, and 
others. 

Because the club deals with all 
phases of bank operation, it aims at 
having men come from all the various 
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departments so that membership is 
representative of every interest. One 
bank may send its comptroller, another 
its new-business officer, a third an 
officer whose special concern is the 
smaller units of its bank group within 
the city. There has been no leaning 
by the banks, one learns, toward hav- 
ing new men each year replace men of 
the year before at the club meetings. 
The latter have liked the club enough 
to keep up their attendance. 

While all kinds of concrete incidents 
and specific inquiries come up—a 
disastrous experience with a certain 
loan, a loss through a bad check —the 
club’s discussions are not always neg- 
ative as regards customers. Still, if 
any Minneapolitan, of an evening from 
September to June, feels his ears burn- 
ing without known cause, it may be 
that the Exchequer Club is in session. 

According to an enthusiastic former 
president of the body, it has initiated 
more new or improved practices in 
Minneapolis banks than any other 
agency. In a broad sense, he said, it 
had had something to do, in greater or 
less degree, with every advance toward 
uniformity of procedure since its forma- 
tion, whether the idea originated with- 
in the club or not. However, it was 
wise, he observed, not to claim too 
much credit for the club as an idea mill, 
because bankers, and other groups and 
units outside the organization, had 
worked for like ends. An idea may 
originate within the club or be pre- 
sented for the first time at a club meet- 
ing, and from that go out to the banks; 
or some idea may find its way into the 
club from the experience of one or 
more of the banks and be worked over 
by club members into definite shape for 
wider trial and possible adoption. 

One of the things he had always 
liked particularly about the club, he 
went on, was its family spirit, its 
absence of formality. Nobody felt 
timid when members got together, or 
afraid to air his views. Senior officers 
had not been conspicuous at its meet- 
ings—members, in fact, had _ been 
largely from the younger men in 
the banks -—so 
that no one was 
concerned lest he 
show ignorance of 
any phase of the 
business within or 
outside his own 
department. 

In its earlier 
years, members 
recalled, protec- 
tion against 
common enemies 
of banks —the 
chronic over- 
drawer, the kiter, 
the poor loan- 
received more 
attention from the 


(Continued on page 37) 
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afe This Side of the 
— ‘Other Real Estate’ 


Procedure and a Set of Rules 
for Mortgage Loans With Special 
Reference to Farm Mortgages 


IVE years ago the mortgage loan 

was a producer of rich income for 

our country banks. Now it has 
become a changeling child with a 
horrible habit of assuming the shape 
and name of “‘other real estate.” 

Other real estate sounds harmless 
enough in the bank’s financial state- 
ment, but when it is necessary from 
various causes to charge a mortgage 
loan to other real estate, the loan has 
lowered itself in the estimation of the 
banker and his bank examiner con- 
siderably. For example, a bank has 
a loan on a modern two-story, five- 
room dwelling property in a residential 
location and that house cost $5,000 to 
build in 1925. It is necessary to 
charge that loan into the Other Real 
Estate account because of a fore- 
closure. In these days of shrinking 
values what a different looking animal 
it is! 

If real estate is moving at all, the 
depreciated value is about $3,500. 
The minute the bank forecloses its 
mortgage and becomes the landlord 
of the place, it must immediately rent 
the house in order to have something 
to pay taxes and insurance and upkeep. 
Assuming the bank loaned 50 per cent 
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of the appraised value on it, there is 
$2,500 of the bank’s money in the 
property and a chance that, before 
many months, the bank will have to 
sink more. 

This is a typical illustration of how 
even a good mortgage loan may go 
wrong. Too many mortgage loans 
going to default may mean impaired 
bank earnings and frozen assets with 
closed doors, bearing that sad and 
short inscription signed by the bank 
examiner that has written finis to the 
hopes of many banks. 


[IDURING the war and for some time 

afterwards, when farm acreage had 
achieved double value, banks almost 
without exception were bombarded 
with farmers eager to make mortgages 
on the new valuation of their farms. 
The mere suggestion from a_ hide- 
bound, money-grubbing banker that 
the old place was not worth twice as 


much as it had been five years ago was 
received with genuine irritation and a 
prompt announcement that the farmer 
would go to a bank that was up-to-date 
in judging farm values. Unhappily 
this sentiment was general, both as to 
city and country properties. Every- 
thing in the real estate line was con- 
sidered to be worth a great deal more 
than the banker knew it would be, 
when the boom was over. 

Some banks yielding to the popular 
demand, made it tough for those banks 
that kept at least one foot on the 
middle ground. Admitting that very 
few bankers know anything at all 
about farming, and are over con- 
servative in their valuations, never- 
theless it must also be admitted that 
bankers do know their arithmetic. 
That is all it takes to see a limit to how 
much salable foodstuffs can be grown 
on a farm and turned into money. The 
limit is very definitely apparent as to 
what amount of possible income is to 
be derived from a farm and, if that 
income is unequal to the task of pro- 
viding a living for the farmer and his 
family and if this same income is not 
enough to pay taxes or to replace worn- 
out farm machinery, it certainly is not 
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equal to bearing the additional burden 
of amortizing a mortgage and keep- 
ing the interest paid. There is nothing 
so horrible to contemplate from a 
banker’s viewpoint, as a farm that the 
bank must own and run. The farm 
only runs one way as a rule, and that 
is down. Unpopular as the banks were 
that refused to be stampeded into 
making farm loans on war values, 
there is ample compensation in the 
liquid reserves and unimpaired capital 
that now stand on the conservative 
bank’s books, not to mention the fact 
that they are still doing business. 


T might seem, from the risks in- 

volved in doing the mortgage loan 
business, that it would be better never 
to make any real estate or farm mort- 
gages and leave this business entirely 
for the Federal Farm Loan banks or 
the insurance companies. This policy 
would be impossible for a large per- 
centage of our country banks. First, 
because a bank must serve its com- 
munity, and in every community there 
is a demand for mortgage loans both 
on residential and farm properties. 
Small technicalities often make it impos- 
sible for the customer to borrow from 
the insurance company or the Federal 
Farm Loan Bank. He then naturally 
looks to his bank for the loan. His 
bank can, in a majority of cases, afford 
‘to ignore small flaws in title or other 
technicalities that the insurance com- 
pany or Federal Farm Loan banks 
cannot overlook. A second very good 
reason why the bank cannot afford 
to stay out of mortgage loans is that 
the rate of income derived from them 
is usually very satisfactory. 

This statement may sound paradoxi- 
cal when viewed in the light of pre- 
ceding statements about conditions 
that may result when a mortgage loan 











goes sour. The answer is that, if a 
bank is to look to mortgage loans for 
an income producer and must make 
mortgage loans in order to accommo- 
date the community, it behooves that 
bank to make only mortgage loans 
that are more than reasonably sure to 
be paid. 

A rigid adherence to certain policies 
in making mortgage loans will reduce 
the chances of default to a minimum. 


1. An inspection and appraisal of every 
property before the loan is made, by a 
committee of at least two directors and the 
executive officer of the bank. 

2. Appraisals to be made on a conserva- 
tive basis with the mental reservation 
that the property might not be worth as 
much to the bank if it were forced to carry 
it for resale. 

3. Loan to not more than 50 per cent of 
the appraised valuation of the property. 

4. Loans to be drawn up so as to mature 
a part of the principal amount every year, 
this amount maturing annually to equal 
about 8 to 10 per cent of the original 
principal. 

5. Make no loans for more than five 
years. If the principal amount has not 
been entirely paid off at the end of five 
years, the old en should be paid off and 
a new loan made after a new inspection of 
the property. At this time the abstract 
should be brought up to date. 

6. Insist that the borrower meet his 
obligation both as to interest and to matur- 
ing principal during the life of the mort- 
gage. Some latitude might be exercised in 
the case of maturing principal, say by an 
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extension of sixty days on the maturing 
principal, if a reasonable excuse is offered. 
But if a borrower cannot meet interest he 
is showing symptoms of becoming a prob- 
lem, or he is a problem, and the case might 
as well be dealt with firmly at once. 


[* might be well to discuss how these 

rules or policies operate to keep the 
mortgage loan account in good shape 
and to prevent defaulting mortgages 
from becoming “other real estate.”’ 
Each rule has its part in keeping up the 
morale of the real estate loan account. 

The first rule concerning the inspec- 
tion of property in anticipation of a 
mortgage loan is the most important 
of all the regulations set down. The 
time to forestall a bad mortgage loan 
is before it is made. The inspection of 
the property should be made with a 
vision of repossession in mind. The 
committee should look at the properties 
as if they had already been repossessed 
and the bank was anticipating a forced 
sale. The bank should be able to 
realize easily the amount of the loan 
applied for in case of a foreclosure. 
This may sound somewhat conserva- 
tive but it is an eventuality that may 
confront the bank, so there is no reason 
to dodge this issue. 

The rule that the inspection com- 
mittee should consist of at least two 
directors and the executive officer of 
the bank may be subject to certain 
degrees of variance but there should 
be at least three members on this com- 
mittee, preferably two of the three 
being directors of the bank who are 
fitted by their general knowledge ac- 
curately to sit in judgment on property 
values. A seasoned farmer director is 
a valuable asset to the loan committee 
which has farm land to appraise. 
Farms are difficult to appraise and 
very hard to sell if they become the 
property of the bank. To puta tenant 
on a farm that has been repossessed, 
almost never works out profitably for 
the bank. An incident, which prob- 
ably has been duplicated many times 
in various farming sections of this 
country, was related to me by a bank 
examiner. A farm was acquired by a 
bank through foreclosure. A tenant 
farmer, presumably reliable, was put 
on the farm to run the place on an 
equal share basis until a sale could be 
made. The first year not enough was 
cleared to pay taxes and reimburse the 
bank for the money which it had spent 
in equipping the farm so that the 
tenant might work it efficiently. The 
next year the bank, having decided 
that it would hire no tenant, was 
forced to spend more money, not only 
for taxes, but was compelled to hire 
labor to “summer fallow’ the unpro- 
ductive acreage of the farm. The bank 
had the bear by the tail and couldn't 
let go. 

Therefore it is considered very wise 
to go slowly with farm loans and no one 
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will rate a farm as effectively at its 
true value as another farmer who does 
not own the land. Get a farmer 
director to look at the potential farm 
loan. 

Another very valuable member of 
the Appraisal Committee would be a 
director active in the business life of 
the community. Such a director would 
have stored in his mind numerous de- 
tails of business gossip relating to the 
desirability of potential mortgage users 
as such. He should know the rental 
values of properties and the chances 
of success in new mercantile enter- 
prises. And here let us raise a word of 
caution about the mercantile property. 
Loans on mercantile properties are not 
desirable for the very same reason that 
farm loans are not. Business houses 
are apt to be built for a_ specific 
tenant and if they become the property 
of the bank, must be rented or sold to 
whomever is interested in them. Mort- 
gages on garages and small grocery 
stores are to be avoided. 


F he can, the bank officer should act 

as chairman of this committee, listen- 
ing to all, weighing what is heard, and 
casting his vote with his bank’s interests 
always the deciding factor. 

The third rule that a loan not ex- 
ceeding 50 per cent of the committee’s 
valuation is also important —first, be- 
cause the mortgagor should not be 
saddled with a debt too large for his 
ability to pay. Second, the bank 
should have, in relation to the value 
of the property, so small an interest as 
to make it possible for the bank to get 
its money out at a forced sale. Try 
and sell a property at a forced sale, and 
the original appraisal will look opti- 
mistic. 

Five years is long enough for any 
mortgage loan to live. If at the end of 
that time nothing has been paid on the 
principal, something is wrong. It is 
marvelous how fast five years can pass, 
both for the bank and the mortgagor. 
“Sign a six months’ note in the fall for 
an early spring,” is an old adage. As 
for mortgage loans, both the bank and 
the borrower seem to be lulled into a 
drowsy forgetfulness of the approach- 
ing climax of maturing principal, if the 
interest is paid regularly on the mort- 
gage loan that has five years to run 
without a payment. One day the note 
clerk makes out a notice reading as 
follows: ‘‘Dear Sir: Your mortgage 
loan is due as to principal to the amount 
of $5,000.00.” And ‘‘Dear Sir’ hurries 
down to the bank in an unbelieving 
manner, verifies this fact at the note 
Window, and fortifies himself with 
various excuses to give to the cashier. 
He feels the fact that he has paid his 
interest regularly entitles him to an 
immediate extension on the principal 
payment that so unjustly sneaked up 
on him in the five years. It is a rare 





occurrence when a mortgagor pays a 
mortgage loan that has a through 
ticket for a five-year interval. So, it 
is better to have him gnaw off a small 
chunk each year so the whole amount 
won’t choke him when it is due, and 
the bank may feel very virtuous about 
extending a reduced balance. 

However, we wish to present an idea 
which has been worked out very satis- 
factorily in a number of banks. When 
a mortgage loan has been partially 
amortized over a_ five-year period 
leaving a considerable unpaid prin- 
cipal maturing in the fifth year, it is 
better for the bank to have a new loan 
made, paying off the old one. The 
bank should have the abstract brought 
up to date. In this case any liens 
against the property will show up. 
This method also catches the delin- 
quent taxes which might cause the 
bank to lose the property through 
Sheriff’s sale. 

The bank should insist that the 
mortgagor meet the interest payment 
promptly. Past due interest on a 
mortgage loan is a strong indication 
that the borrower is either indifferent 
to the importance of the obligation or 
appears to be in serious financial con- 
dition. 

If he is showing indifference, it is 
important that the bank put him in 


Fifteen 


the frame of mind to the end that he 
will realize that the bank means busi- 
ness. The mortgagor has had six 
months in which to provide for the 
interest payment and it should be no 
great surprise to him when it comes 
due. With only 8 or 10 per cent of the 
principal due each year, which is not 
a large amount in proportion to the 
total loan, the borrower should be able 
to meet annual obligations without 
undue financial strain except in un- 
usual circumstances. When it appears 
that a legitimate reason has put the 
debtor in a position where he cannot 
meet the payment, the bank can afford 
to make a concession that will keep 
the loan out of the doubtful class. 
Presume that the delinquent principal 
is $300. 

Ask the mortgagor what he can 
pay each week on the delinquent 
note. If he is able and willing to pay 
say $30 a week on the principal, he is 
showing good faith and the bank can 
afford to enter into an informal agree- 
ment that as long as the mortgagor 
pays a substantial part of the delin- 
quency at regular intervals, they will 
not turn the loan over to an attorney 
for foreclosure. 


POLICIES of mortgage loan manage- 

ment such as these will help the bank 
to avoid a frozen condition. Annual 
payments will keep the mortgage loan 
account revolving and allow the bank 
to see all the time just how well the 
mortgagor makes his payments. Any 
signs of distress will be indication to 
the bank that the loan must be 
watched. Careful inspection and ap- 
praisal by a capable committee will 
keep undesirable loans from ever 
getting on the books of a bank, the 
banker free from grief, and the bank 
examiner satisfied. 
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usiness Must Learn Economics 


THE BURROUGHS 


The New Problems It Faces Become Essentially 
the Problems of the Bank’s Credit Committee 


HE success of every commercial 

and industrial customer of a bank 

is irretrievably tied up with two 
sets of problems —(1) those related to 
the internal functioning of his enter- 
prise and (2) problems of the adjust- 
ment of that individual concern to 
outside influences. 

Time was when internal efficiency 
was the prime indicator of quality in 
corporate management and hence of 
probable corporate success. It was 
largely true in the United States 
throughout the nineteenth century. 
. Raw materials were available on a 
favorable basis here, markets were 
seemingly insatiable, purchasing power 
took care of itself. The most efficient 
producer (or distributor) had the 
widest margin of profits and became 
the biggest success. 

Now industry and commerce in this 
country have in a very real sense come 
to maturity. They are “as big as the 
country.” Relatively few American 
fabricators and dealers continue to 
enjoy formidable advantages so far as 
raw materials are concerned. Do- 
mestic industry, in increasing numbers 
of lines today, gets all of the domestic 
market instead of just the cream of 
that market! This change has de- 
cided drawbacks as well as advantages. 
It means that the principal competi- 
tion in most American markets is no 
longer ““Old World” competition handi- 
capped by the heavy costs and long 
delays of ocean transportation. This 
transportation handicap of European 
and other competition in the American 
markets for many years provided 
“home” industry with a_ veritable 
bounty and an easy prosperity which 
made American industry appear to 
have a degree of superiority which it 
did not fully possess. Industry’s com- 
ing of age in this country has meant a 
lot of things, not the least of which has 
been the forced abandonment of ad- 
vantages long held and very fattening. 

For more than a century, too, per 
capita purchasing power in this coun- 
try was vastly greater than in older 
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quarters of the world because pur- 
chasing power accrued here as fast as 
bounteous raw materials could be 
mined or harvested and dumped on a 
world market. Now, increasingly, with 
every passing year, purchasing power 
in this country becomes more precisely 
limited to the actual productive con- 
tributions of labor and invested capital. 
The flow of income and thus the pur- 
chasing power of this continent has 
been in slow process of transformation 
from a bubbling natural fountain to a 
well (of no mean proportions) from 
which every drop of purchasing power 
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must be extracted by a quid pro quo ot 
energy applied. From a time when, 
through the generosity of Nature, home 
markets were seemingly unlimited, we 
have “moved” to a time when home 
markets are just what we make them — 
through the productiveness of labor, 
the effectiveness of capital and the 
apportionment of resultant income. 
The recognition of such facts brings 
also the recognition that a given unit 
of capital put to work in this country 
is unlikely to be quite as productive — 
to have quite as much gratuitous as- 
sistance from nature —as in times past. 
And that argues further, that capital 
rewards —interest and dividends —will 
tend to be somewhat narrower, and 
that labor rewards —wages—will not 
continue to gain with the phenomenal 
rapidity of the last several generations. 


ONE conclusion seems inescapable: 

that, while internal efficiency will 
continue to be important and essential 
to corporate success in American in- 
dustry, commerce or finance, external 
problems are looming proportionately 
larger with every passing year. Pros- 
pects for the success of a given busi- 
ness, and its risks of failure, hinge 
increasingly upon its facility in inter- 
preting external situations, upon its 
capacity for making adjustment to 
economic changes and trends, and upon 
the relative expertness of its manage- 
ment in the formulation of sound 
policies with regard to these broader 
aspects of business. It follows that 
bank officers must understand eco- 
nomic problems more comprehensively 
than they have in the past, both be- 
cause of their need to advise customers 
more wisely in these new problem 
areas and because more and more 
frequently they will find that the 
weight of economic facts should turn 
the balance for or against the extension 
of credit. in particular cases. 

During the last year and a half it has 
been especially true that business 
losses and business failures have been 
occasioned in extraordinary measure 
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by the failure to understand and make 
allowance for economic phenomena. 
Inventories have been replenished when 
prices seemed at rock bottom, only to 
have these prices drop 15, 20, or 30 
per cent further and complete the ruin 
of a company. The duration of the 
depression has been misgauged by 
countless companies (especially so in 


. the spring of 1930) with the result that 


premature expansion was undertaken, 
and huge losses incurred. 

It is argued that there is no agree- 
ment about the solution of economic 
problems; but it can be answered that 
if there were universal agreement, there 
would be no problems. It is insisted by 
many that “‘you can’t depend on eco- 
nomic information and advice: some of 
it is misleading and much of it is un- 
sound.” But that is true of all types 
of information. One must learn how to 
get bona fide facts and where to get 
dependable opinion. 


HE course of business and commerce 

is turning into waters that are largely 
uncharted: that is true. But some 
significant exploring has been done in 
this new area; some reliable informa- 
tion is available; some, even of the 
forecasting of business weather, is 
worthy of serious consideration by all 
such firms as wish to reduce to a mini- 
mum the hazards of commerce and 
industry. 

Business conditions, as such, and the 
upward and downward trends of the 
business cycle are of course but the 
“srosser’” manifestation of economic 
forces which have a continuing in- 
fluence upon the fortunes of business. 
At one time the trend of raw material 
prices, and the accumulation of stocks 
will be of most importance; at another 
time the gold situation of the world, or 
significant changes in production ef- 
ficiency of a given industry (as in the 
case of wheat recently), or the question 
of the probable trend of wages in a 
given country, may be the most vital 
factor of the moment. Other economic 
problems which are taking on new im- 
portance for the individual business 
concern are: advisability of developing 
foreign trade; price-making policies 
within the industry; wage policy, as it 
affects both production cost and con- 
sumptive purchasing power in the 
community; expansion programs in 
terms of present total capacity of the 
industry; competition between indus- 
tries (present and prospective); the 
effect of tariffs on markets and costs; 
the question of participation in trade 
associations, and the proper scope 
of those associations; the practical 
values of consolidation versus re- 
maining independent; and a long list 
of other problems growing out of 
the increasing industrial unification 
of the world. 

Agriculture is an industry whose 


economic problems are its crucial prob- 
lems at the present time. The banker 
who advises farmers in their operations 
and who extends credit to farmers these 
days has extraordinary need for a 
sound understanding of basic prin- 
ciples. The time is past when it 
suffices for the farmer to know what 
crops can be grown on his acreage; he 
must know what crops ought to be 
grown —which of the various possible 


The eyes of the open-hearth worker 

reflect ‘‘something of the hardness. 

the keenness and the power that is 
the soul of steel”’ 
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crops can be sold at a profit at the 
prices that are in prospect, and con- 
sidering known market facilities. <A 
farmer’s banker ought especially to have 
a well informed opinion today as to 
whether that farmer is so situated that 
he can produce wheat profitably in 
competition with the highly mecha- 
nized, power operated wheat farms of 
Canada, the Argentine and other low 
cost regions. The size of the farm, its 
capital overhead, its advantages or 
handicaps as to freight rates, the prac- 
ticability of the given farmer’s possess- 
ing the most efficient machinery for 
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wheat production are but some of the 
factors to be considered. 

The construction industry is another 
in which the prospects for profits in 
the near future hinge more than ever 
before upon economic developments 
beyond the control of the individual 
operator. The bank’s customers in this 
field today need sound advice as to the 
probable trend of rents, as to the 
adequacy of deflation in building costs, 
as to basic principles of conservative 
valuation, as to what must be done to 
restore confidence in real estate finance. 

The economic truth that rents con- 
stitute a proportionate element in the 
cost of living and in the cost of doing 
business must be established in the 
thinking of this industry. It will then 
become clear that the deflation of rents 
and thus the deflation of values in real 
estate must conform closely to the de- 
gree of deflation in general price levels. 
For to the extent that rents do not 
deflate along with other prices, the 
attempt is being made to apportion a 
larger share of living costs and a larger 
share of the costs of doing business to 
rents than was apportioned two years 
ago, and therefore, at the higher price 
levels. However desirable this might 
be from the standpoint of real estate 
values, the fact is that only basic and 
permanent changes which might alter 
the relative supply and relative de- 
mand as between real estate and other 
commodities could make this possible. 
In the absence of such changes the law 
of supply and demand will sooner or 
later restore rents and commodities to 
similar price levels. Resistance to this 
process merely interferes with business 
recovery. Trying to hope or believe 
that somehow it won’t happen is merely 
being childish in business affairs. 


HE vital issue of the present 

moment in very many lines of busi-~ 
ness is the issue of wage deflation. Must 
wages come down in line with prices? 
The banker who deserves to be a 
counselor of business ought to have a 
well-informed judgment in this matter. 
On the one hand are those who see 
wages only as purchasing power. They 
insist that purchasing power is the 
greatest need of the present, therefore 
wages must be maintained in order to 
maintain purchasing power. Opposed 
to this point of view is that which sees 
wages solely or largely as costs. Com- 
modity price levels having dropped 25 
per cent from two years ago, costs will 
have to come down likewise, according 
to this view, or business will be bank- 
rupt. 

Manifestly no analysis of the wage 
problem is sound or satisfactory which 
does not take both of the above points 
of view into consideration. Wages are 
purchasing power, and purchasing power 
is greatly needed, but unless industry 
is permitted to operate at a profit at the 
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alaries on a “Point” System 


How It Makes for Better Pay and Better 
Work Among the Commercial Bookkeepers 


By G. D. Carpenter 


County National Bank and Trust Company, Santa Barbara, California 


ing phases of bank management 

for the busy executive to have to 
handle, is that of the commercial book- 
keeping department. The griefs pos- 
sible are all too numerous and the time 
consumed in overseeing and straighten- 
ing out tangles, both inside the bank 
and with disgruntled clients, might 
well be spent to better advantage. 

The posting machine operator’s lot 
is not an easy one. While requiring 
only a slight knowledge of bookkeeping 
and the purely mechanical manipula- 
‘tion of the machine, at the same time 
the work requires a high degree of con- 
centration. The steady grind of sort- 
ing and posting checks at top speed, 
day after day, and month after month, 
is not easy and a good bookkeeper is a 
jewel to be prized. 

The writer has been an interested 
observer of the troubles and griefs 
arising in this department during a 
long period of years and, more recently, 
has had oversight of the department in 
a country bank which operates five 
ledgers of about 800 accounts each and 
employs five operators. 

Briefly to recapitulate our past ex- 
perience with bookkeepers, our troubles 
were many and varied but chiefly 
centered around the seeming impos- 
sibility of getting and keeping a crew 
of operators who would keep their 
minds on their work, run an accurate 
ledger and statement with a minimum 
of errors, keep their books in neat and 
orderly shape, and avoid making the 
thousand and one errors that cause 
grief not only in the bank routine, but 
those exasperating errors which bring 
unfavorable comments from irate cus- 
tomers. 

A number of years ago, we started 
what we called a Bookkeepers Work 
Record, kept by the head bookkeeper, 
who is in charge of our central depart- 
ment. All errors were recorded in our 
correction books and totaled according 
to certain points for various kinds of 
errors. These points have changed 
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Instructions to Bookkeepers: 


(Given to bookkeepers two months previous 
to Installation of New Salary System) 


The attached sheets describing the new Salary 
Schedule will go into effect starting with the 
month of April, thus all the Bookkeepers will 
have time to thoroughly establish their work 
before that time. 

Please bear in mind, however, that salaries 
though, as stated in the grading schedule, 
primarily are based on the error records, they 
will also be governed by other factors which 
have to do with the general value of the book- 
keeper to the bank, otherwise the salaries could 
not be kept on an impartial or fair basis if only 
the error schedule were considered. Strict ad- 
herence to the bank’s standards and the main- 
tenance of pleasant relations with other 
employees are as essential as fast and accurate 
work. 


Salary Grading 


Accuracy—as revealed by work records will be 
chief deciding factor. 


Neatness—No matter how few errors are 
made, mussy or sloppy work, such as piled 
figures, statements poorly stenciled, etc., will 
detract from the bookkeeper’s worth to the bank. 


Speed—Efficiency in the Bookkeeping Depart- 
ment is largely dependent on having a force that 
are able to complete their work fairly well to- 
gether. An operator who has to slow down his 
work too much in order to secure accuracy is 
not as valuable to the bank as a fast, accurate 
man, and cannot expect to receive the same 
salary. 


Observance of Bank Routine—The rules laid 
down by the bank are for the purpose of securing 
a smooth working machine behind the cages. 
Observance of the bank’s procedure and routine 
will ordinarily result in good bookkeeping and 
where a bookkeeper does not observe our re- 
quirements, any such laxity will detract from 
an otherwise good record. In other words, to 
get into a good class and stay there it will be 
necessary to do things the bank’s way. 











from time to time as we have made 
changes in our system but at present 
stand about as follows: 


LEDGER CORRECTIONS MADE 
WRONG throwing trial bal- 


ES Aa ae a ah aa biked ace 10 pts. 
ERRORS ON STATEMENT when 

it goes out to customer 

(omissions of items, incor- 

rect balances, etc.)........ 10 pts. 


FAILURE TO “RING’’ illegible 
amounts on first run of 


clearings (when it causes 
subsequent errors)........ 5 pts. 


Nore—We have a strict ruling that all illegi- 
ble amounts should be ringed with red pencil 
and the correct amount noted, the first time 
a check or deposit is handled by a bookkeeper. 


TRANSFERS (posting check or 


deposit to wrong account).. 5 pts. 
ALL OTHER ERRORS such as 

wrong amounts, balance 

picked up wrong, posting 

checks as deposits, etc... .. 1 pt. 


We do not count errors made in 
listing clearings or running trial bal- 
ances. Our efforts were mainly directed 
against the errors connected with post- 
ing ledgers and statements. However, 
the errors in listing, etc., not included 
in our schedule have been reduced in 
proportion to those on which we keep 
record. As said, our system of marking 
is purely arbitrary and simply gives us 
an insight into the comparative values 
and quality of work done by the dif- 
ferent operators, from the super- 
bookkeeper on down to the mediocre. 

It will be seen from the above that 
the heavy penalties are on such errors 
as cause the most grief, errors which 
are “‘simply not done.” These errors, 
by the way, are now reduced to the 
vanishing point and practically all mis- 
takes are now only those rated at one 
or two points. 

Under our system of marking, the 
super-bookkeeper would make a record 
of only 10 to 20 points of errors 
monthly. “Good” graded about 50 
points, “Fair” 50 to 100 and so on 
down to the “Impossible’”’ type, whose 
error schedule would run as high as 
300, or approximately 12 points daily. 
No amount of appealing to pride would 
affect the operators, except in tem- 
porary spurts, and as experienced post- 
ing machine operators are not always 
available in a small community, the 
poor operators were of necessity some- 
times retained in spite of their abomi- 
nable work. 

At one period, when the department 
was in an especially exasperating 
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condition, we made a complete analysis 
of the situation, comparing our work 
data with that of other banks and, asa 
result, came to the following conclusion. 
We believed that our bookkeepers 
could do a great deal better work if 
they tried. We could not see where 
they were overworked, and although 
they were putting in long hours, most 
of the extra time was spent in making 
corrections and checking and re-check- 
ing ledgers and statements. Each 
day’s proving troubles caused delay 
in starting the next day’s work 
and then a mad rush to get the 
day’s posting on the books resulted in 
still more errors, and so on in a vicious 
circle, cumulative in its grief. 

We paid the usual salaries 


During the two months period previous 
to the installation of the new system, 
the change in morale was interesting to 
watch. The bookkeepers all bucked up 
and got down to business and with the 
lure of a good salary ahead, most of 
them reduced their errors by as much 
as 50 per cent per month. At this 
writing the average schedule of our 
bookkeepers is about as follows: 


A....40 to 50 
B....30 to 40 
C....40 to 75 
D....20 to 40 
E....15 to 30 


which, according to our system of 
marking errors, constitutes almost 
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years and who is fair and impartial in 
her treatment of the crew. It is 
interesting to note that she was also 
head bookkeeper when troubles were 
numerous and the morale of the force 
was low. 

We lay the present efficiency of the 
department almost entirely to our 
salary arrangement. We have had no 
lapses back to a lower class. Twice I 
have reminded a bookkeeper that his 
temporary drop below his usual stand- 
ard would, if continued for another 
month, mean a decreased salary. Both 
times the bookkeeper brought up his 
next month’s record. 

A brief re-check of our bookkeeping 
expense reveals the fact that we 





but that did not seem to bring 
us good bookkeepers, and our 
turnover was too high. We came 
to the conclusion that we would 
not continue to pay high salaries 
for poor work but at the same 
time we were more than willing 
to pay good salaries for good 
work. Therefore, we evolved 
a salary system whereby a cer- 
tain grade of work would pay 
a certain standard salary, the 
schedule to be based on the 
past records which we had 
kept. So, on a given date, we 
served notice to our book- 


Bookkeepers’ Salary Classification 


CLASS A—Must maintain an error schedule of not more than 
50 points monthly and must have a sufficient speed to turn out the 
work rapidly, neatly and in full accordance with the bank’s stand- 
ards. (Standard Salary for highest grade work.) 


CLASS B—Error schedule not more than 100 points with good 
speed and neatness. (Standard Salary less $15.00.) 


CLASS C—Not more than 150 points monthly, good speed and 
neatness. (Standard Salary less $25.00.) 


CLASS D—Error limit 200 points. fair speed and good neatness. 
(Standard Salary less $35.00.) 


CLASS E—For inexperienced employees only, for a period not 
to exceed three months, allowances for errors may fall below 200 S| 


are at present paying about 15 
per cent higher salaries than 
under our old system. We are 
paying better than the average 
salary paid by the other banks 
but the department is func- 
tioning so smoothly and re- 
quires so little time in super- 
vision that we consider it well 
worth the additional expense. 

The old average was made 
for the year 1929 and included 
some beginners and mediocre 
operators. Under our old salary 
system, our present force of 
operators would have 


keepers that two months from 
that time, they would be placed 
on an entirely different salary 
schedule, irrespective of their 
previous salary arrangement 
with the bank, and any operator 
who did not care to work under 
the new system, would have 
two months in which to find 
new employment. 


ACCOMPANYING are the 

forms which we used and 
which have proved effective. 
The system has worked out in 
fairness, and, up to this date, 
has given great satisfaction, 
both to ourselves and to the 
bookkeepers. 


while getting used to the accounts and the machines. (While in this 
class salary shall not be above Standard Salary less $45.00.) After 


Three Months if a Bookkeeper Cannot Qualify At ‘“D” or Above Will 
Be Subject to Dismissal. 


Experienced Bookkeepers will start as of Class D and if cannot 
qualify there or above within two months will be subject to dismissal. 


Raises of Salary from one class to another will require the main- 
tenance of two full months record in the higher class. Salary will 
then be changed at the beginning of the third month. Likewise a 
falling down for two consecutive months will decrease the salary 
automatically. When a bookkeeper consistently varies his work 
between two or more classes, his salary will be set (as far as the work 
record is concerned) by the lower class. 


Two Months Work In a Given Salary Class demonstrates that the 
bookkeeper is able to do that grade of work, and any falling down 
will place the operator subject to a reduction in salary if the work 
falls below for two consecutive months. 


Salary Above the Schedule will not be granted except to Class A 
operators and then only under unusual circumstances due to long 
service or other unusual factor and shall not exceed . . . dollars 
per month, which is the absolute limit of salary which will be paid 


received about 10 per cent less 
than they are getting now. In 
other words, we made our 
Class A rating and salary worth 
working for. 


ONE other point might be 

worth mentioning. At the 
time of our analysis of the 
situation, I went through the 
correction books and made a 
careful analysis of the different 
types of errors to see what was 
causing most of the trouble. 
The result of that analysis was 
tabulated according to the per- 
centage of different types of 
errors, and copies were given 
to our bookkeepers for their 


The accompanying forms 
cover the salient points of our 
system. From these forms, it 
will be seen that we thus made 
it possible for any bookkeeper 





for bookkeeping work. 
When a Bookkeeper Cannot Do the Work Without Undue Strain 


and cannot keep up to the standards required, in justice to them- 
selves they should seek other employment. 


information. A certain set pro- 
cedure was suggested for the 
elimination of the most preva- 
lent errors and this, no doubt, 
had its effect in aiding the 








to earn top money who would 
come up to the standard which we had 
set. At the time of installation, our 
bookkeepers’ error schedules were 
about as follows: 
A....made 40 to 60 points of error 
B....300 to 365 
C....150 to 175 
D....200 to 225 
E....175 to 200 
Our schedule called for better than 
200 errors monthly and eventually we 
had to discharge one operator who 
seemed incapable of bettering his work. 


trouble-proof bookkeeping. Our oper- 
ators are happy, they jealously watch 
their errors from day to day and feel 
quite badly when a slip puts them be- 
hind in their standard. The general 
neatness has improved through the re- 
duction of errors and consequent re- 
duction of the working hours due to 
elimination of checking, thus making 
it possible for them to spend more 
time in doing the incidental work. 

We have an excellent head book- 
keeper who has been with us for several 


bookkeepers in improving their 
work; for whenever our sug- 
gestions were followed, an immediate 
reduction in that type of error was 
noticeable. It is also worth men- 
tioning that during the years in which 
we have kept the work record, there 
have been almost no claims of unfair- 
ness. Where slight errors have been 
made in figuring the record, such errors 
have not appreciably affected the 
standing of a bookkeeper and con- 
sequently all come to realize that the 
error record simply gives us a standard 
to go by and that their salary, though. 


(Continued on page 40) 
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onsider the Human Element 


For Such Banks Then Will Have Been 
Able to Keep Their Staffs Content 


HE literary camp-following of 

the profession of banking in this 

country produces probably two 
hundred “articles” per month. 

Parenthetically, I wish most whole- 
heartedly that there were some other 
word in the English language to describe 
a short work of non-fiction, less than 
an essay, besides this word “‘article.”’ 
I am tired of it and I am sure the 
editor must be sick of it. But I look 
in my dictionary for synonyms and 
what do I find? 
“Article —n. (Fr. L. 
articulus dim. of 
artus joint). —2A 
literary composi- 
tion...” Useful 
thing, a dictionary! 

But as I was say- 
ing, we—if I may 
get in the following 
—produce all this 
stuff, how to make 
money, how not to 
lose money, how to 
count money, how 
tohousemoney . . 
and hardly ever do 
we give an expressed 
thought to the men 
who are doing it all 
—to the human ele- 
ment. 

Except, perhaps, 
as regards the getting of the most 
possible amount of work out of that 
element. And that is not what I am 
going to talk about. I want to discuss, 
rather, the American attitude towards 
work and ambition, and the effect of 
that attitude. I want to discuss not 
what the men in the banks are doing, 
but what they are thinking . . . and 
how they are thinking. And salary 
cuts and things 

Some years ago a motion picture 
was shown in our land with that won- 
derful actor, Emil Jannings, in the 
lead. It was entitled ““The Way of 
All Flesh” (although it had nothing 
to do with Samuel Butler’s book) and 
I think that picture was the best 
“silent” that ever came out of Holly- 
wood. Jannings—some of my readers 
will no doubt remember the story — 
was a middle-aged conservatively- 
successful bank official in a Great 


By J. H. Simpson 


Lakes city. You were given nicely to 
understand the things which made 
Jannings’ life worth while. (I forget 
the name of the character Jannings 
portrayed so I shall give it his own 
name.) Jannings had his place in an 
ordered scheme, a settled environment. 
He gave his obedience to his superior 
officers in the bank as thoroughly and 
with as much pleasure as he exacted 
obedience from his clerks. He was, if 
you like, fussy, and the younger 


























So was the ‘“‘new business man”’ 
who, with a golf bag in one hand 
(and a standing order to his boot- 
legger in the other), went after 
your competitor's account 


generation at the back of the office 
were inclined to laugh at him. (Did 
he not wear a beard?) “Old Jannings,”’ 
the sleek youngsters thought, “‘won’t 
get any further. He’s in a rut” —for 
though the time of the picture was the 
early years of the century, the virulent 
ambition of our age was already in 
evidence. 

But the Jannings of that picture 
was, in his own estimation, a success. 
Not because he had climbed to a 
cashiership in a smallish bank but 
because he had attained a position of 
trust. He was not ambitious, as we 
know ambition. All that he wanted 
was a competence, the respect of his 
fellows, and a home. (If you saw that 
picture you will remember Jannings, 
attired in his beard and his nightshirt, 
bestirring his graduated family, eight, 
I think, in number, and putting them, 
in nightgown ensemble, through their 
setting-up exercises. ) 


[N the end he fell prey to the dis- 

honesty of others and his life, the life 
that was worth living, was over. It 
was not in Jannings’ scheme of things 
that he go to prison, psycho-analyzing 
himself for the benefit of the daily 
press as he went, 
that he write 
“‘articles” criticiz- 
ing our penal sys- 
tem and finally 
come out, his pic- 
ture taken shaking 
hands with the 
warden, singing 
“Weary River” and 
demanding the 
sympathy of the 
world. Jannings, in 
short, was not a 
modern. 

We need more of 
such men in our 
banks today. But 
such as we have 
we are overlooking 
in favor of the 
‘*go-getters.” A few 
thoughts about the 
joint practices of 
going and getting. 

The financial 
columnists are all 
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telling us today that the great boom 
of 1928-1929 was madness —it would, 
by the way, have been more to the 
point had they told us so in 1928 and 
1929 —but it has not been brought out 
that this was the period of the go- 
getters. The little man of Minneapolis, 
to whose memory a white obelisk 
stands against the prairie sky, was a 
prince of go-getters and, in the hectic 
years, greatly honored as such. So 
was the bond salesman who, never 
having been south of El Paso in his 
life, posed as an expert in South 
American bonds. So was the “new 
business man” who, with a golf bag in 
one hand and a standing order to his 
bootlegger in the other, went after 
your competitor’s accounts. 

My point, of 
course, is that the 
go-getter, admit- 
tedly not a conserv- 
ative, was not even 
sound. Andconserv- 
atism and sound- 
ness are qualities 
which it is rather 
necessary for a 
banker to possess. 
It is admitted that 
overcapitalization and overproduction 
are the ills from which we are suffering 
today and I hold that these ills were 
brought to us by the _ go-getters. 
Happy, today, is the bank which kept 
its go-getters, customers and _ staff 
alike, in hand and refused to join in the 
national pastime of those years— 
blowing bubbles in the air. 

During it all there were men in the 
banks who kept their heads. They 
were called pessimists. They looked 
with disfavor on the new psychology 
of business-getting and the go-getters 
were promoted over their heads. They 
saw the settled environment —the quest 
for which had probably been the cause 
of their entering the banking business 
—disappearing, and they were un- 
happy. They were regarded as defi- 
nitely queer and unless they gave lip 
service at least to the new gospel they 
were, if officers, permitted to “ally 
themselves with other interests’; if 
clerks, they were demoted or dis- 
charged as “‘unprogressive.” 


OW high-pressure salesmanship — 

for that, of course, is what go-getting 
is—may be defensible under certain 
circumstances, economically if not 
morally. That is to say, if you have a 
“one time” proposition to get over 
instead of an “all time” one —if, for 
instance you have a nice block of 
mining stock which you would like to 
make disappear forever into the hum- 
ble safe deposit boxes of a gullible 
public in order that the cash of the 
same g. p. might disappear forever 
into your safe deposit box, situated 
at a convenient distance —why, under 













The fear which is 
haunting thousands 
of bank clerks at this 
time is the fear of 
being discharged — 
wondering on whom 
the Guillotine is go- 
ing to fall next—for 
no faults of their own 


those circumstances the system we 
glorified in the days of the Great Boom 
works swell. But a bank worthy of 
the name thinks a long way ahead; it 
wants contented customers who will 
still be contented ten years hence, or 
at least who will not be able to blame 
their discontent on their bank. It 
wants its depositors to feel that they 
are entrusting their money to sane, 
conservative men, and even more it 
wants to feel that it is lending its 
money to men with the same qualifica- 
tions. 

How far did we stray from this 
standard during the boom? I fear, 
considerably. For instance, in our 
dealings with borrowers we have been 
more and more depending on collateral 
rather than on character. This, you 
may say, is inevitable in these days 
of incorporated companies, and alas, 
perhaps it is. But my point is that 
we overstressed the thing; we lent, 
I fear, much money to fly-by-nights 
on a thirty point margin—and some 
of us, today, have sad reflections on 
the sufficiency of a thirty point margin. 

But to return to the staff. 

I contend that we have been over- 
looking the homely virtues. For pride- 
in-work we have set up pride-in-results; 
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for intelligence we have substituted 
sharpness; for thoroughness, speed; 
for service, Service; for worth, appear- 
ance; even, I have sometimes thought, 
for integrity, expediency. 
Exaggeration? Perhaps. I like 
exaggerating things; the writer who 
understates a case is as unsatisfying 
as weak tea. But think it over. 
You, Mr. Bank President, look at 
the men whom you have promoted 
during the past glad, mad years! 
Or at least at some of them. 
Why did you promote them? Was 
it because they were honest, in- 
telligent, and struggling to found 
a decent American home? No, it 
was because you thought they 
were “‘business-getters.”” Was it 
because they were students? No. 
It was because they 
were “good mix- 
ers.”” I am not say- 
ing that many of 
them did not pos- 
sess the prime- 
val virtues, but 
if they possessed 
them, the spirit 
of the times sub- 
ordinated them 
to the virtues of 
Success. Many a 
man joined the 
Hallelujah Chorus of the late “New 
Era” with secret reservations and 
unspoken doubts. These are the men 
who will serve you best now. 


ND then there is this little matter 
of happiness, of joy in our work. 
Americans are supposed to love their 
work, but is not most of the love merely 
for the results? And yet it is so very 
important, in this country which at 
least worships work if it does not love 
it, that we should get something of 
happiness out of the long day. In the 
Great Boom we did not actively think 
about such an unbusinesslike subject 
as Happiness—we would have been 
ashamed, somewhat like a small boy 
dragged by his schoolfellows into an 
unwilling toad-stoning contest, of being 
thought “‘soft.’”’ There was,we thought, 
no need for a lot of “consideration.” 
Laissez faire was working better than 
it had ever worked before; let every- 
body look out for himself, “‘it’s easy 
enough to make money, nothing to it!”’ 

Do you remember? 

But today laissez faire does not look, 
in the language of youth, “so hot.” 
The thing seems to have been overdone. 

So far as the banks are concerned 
the ones who expanded the least are 
the most fortunate today in their 
relations with their staffs. For such 
banks will have been able to keep their 
staffs content. 

That is the word I wanted, Content. 
Happiness, like Love, is a little outside 
bank routine, but the quality of 


(Continued on page 39) 
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CNHUT THE GATES! 


Director Clutchbill, With the Aid of a 
Canny Scot, Goes Into the Highways 
and Byways to Catch the Bank Crooks 


LARING intently, as only a 
(; startled reader can, Director 

Clutchbill, of the Ferndale 
National Bank, finished the item in 
the New York newspaper. Of its own 
accord the paper slid unnoticed to the 
floor, exposing the old gentleman’s 
bushy eyebrows, goatee and pale blue 
eyes staring blankly into space. 

Mr. Clutchbill had just read an 
item in which two men had gone to the 
5ist story of a New York building, 
presented revolvers, tied up four 
clerks and helped themselves to a 
bunch of bonds. One clerk, however, 
had managed to touch a button. In 
a trice all the street doors far below 
were closed, police rushed into action, 
a crowd formed with open mouth, the 
two gunmen were chased about the 
building and caught. 

“Caught!” said Mr. Clutchbill at 
last, like a motionless locomotive 
suddenly letting off steam. 

Snatching up the newspaper he tore 
out the item and started down the 
village street on his customary morning 
call at the bank. 

“John,” he demanded of John 
Atwood when he had reached the 
cashier’s desk, “do you fully realize 
you may face a gun any day in here?” 

Cashier John Atwood dropped a 
letter with one hand and with the 
other laid down a letter opener so 
gently a fox would not have heard it 
if he had been hiding in the waste 
basket between John’s legs. 

“Do I realize it! Mr. Clutchbill, I 
have spells when I can’t sleep nights 
from thinking about it.” 

Director Clutchbill’s eyes left John’s. 
For a moment he turned his head 
thoughtfully and drummed his fingers 
on the cashier’s desk top. The news- 
paper clipping remained in his pocket. 

‘““Have you got anything here that’s 
going to protect you and the clerks?” 

“Not a thing that’s sure to work ... 
you’ve got to take it if it comes.” 

‘““You’ve been around to most of the 
banks in the state,” went on Mr. 
Clutchbill, drawing a chair up close to 
John. “Have you ever seen or heard 
of anything that will prevent a holdup 
or catch ’em after it has happened?” 

“Not even once,” stated John in- 
stantly. 

“Why in hell don’t someone do 


something about this?” The old 
director allowed himself one cuss word 
a month, and although only three days 
had gone in June, he realized he would 
never need the word worse than now. 

“Mr. Clutchbill, you can’t do any- 
thing. And it’s my belief one man 
with a shotgun could rob and get 
away from any country bank I ever 
saw.” 

“‘Where’s all of this Yankee in- 
ventiveness that’s been yawled around 
for 200 years? And all these bank 
meetings? Did you ever hear of the 
bankers in a state getting down to 
work at a meeting in order to over- 
come the worst thing that can happen 
to them? What do they do? They 
get up a dinner with live lobsters and 
4-cent cigars and get some city bank 
vice-president, aching to get their 
accounts, to come and give a lecture on 
Wild Aspirin Hunting in Yucatan. 

‘*‘A banker’s meeting can talk itself 
black in the face over plans, but no one 
can stop a holdup er catch them after- 
ward . . look at the newspapers. 

“IT can catch any crook that robs 
our bank night or day and before he 
gets out of the county,” stated 
Director Clutchbill, unconsciously feel- 
ing of the newspaper clipping in his 
pocket. 

“Probably you mean 
to have some one put a 
hole through their gas 
tank with a rifle from 
some of the windows 
above our office. Id 
thought of having several 
rifles around in upstairs 
rooms where there’s al- 
ways folks in daytime.” 
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“That ain’t a bad idea, seeing most 
of our natives learned to crank a 
Winchester soon as they got their 
eyes open but I can stop ’em 
without gunfire.” 

“I’d like to know how,” snorted 
John, unwilling to believe the old 
director had discovered some plan 
still virgin to his repertoire of life- 
savers which had so nobly fetched 
him out of his weekly holdup night- 
mares. 

“It ought to bag any kind of a 
crook, foreign or local,’ mused Mr. 
Clutchbill. 

‘““Maybe you mean tear gas; some 
of the banks around here are putting 





























Aided by sound wind 
and, no doubt, with 
considerable previous 
practice, she reached 
her car and it screamed 
away from the curb 
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it in,” hinted John, biting pertly again 
in spite of himself. 

“Nope, I’m going to catch ’em 
right out in the open air.” 

“How?” asked John. “Being the 
first one that gets shot at, I’m naturally 
interested.” 

“T ain’t going to expose it now,” 
purred Mr. Clutchbill. “If it was to 
get yelled around it might not work. 
But I’m going to get rigged for it, and 
I hope I get a chance to test her out on 
small game before the real test comes.” 

“Tf it’s a holdup gang, I hope you'll 
wait till I’m on my vacation,” said 
John. 

“Oh, don’t be scared. It’s harmless. 
That is, it probably is . . . I can tell 
after I’ve tried it once. It works from 


a distance. I don’t plan to be there 
myself.” 

“Oh!” said John, brightening up, 
“it’s psychic then spiritland 
stuff.” 

“Scarcely. No, I wouldn’t go that 


far. I think I'll be going before you 
guess it. I want it to work 
sudden without any one 
expecting it.” 

Inasmuch as the matter 
required secrecy, Director 
Clutchbill hitched into his 
old Concord wagon with 
yellow wheels and drove 
to what actually proved to 
be the first battlefield. 

Neither Julius Caesar nor 
Mark Antony could have picked a more 
strategic layout. It was four miles 
from Ferndale village on the main 
line to the more populous settlements 
of the sea coast. At the point Mr. 
Clutchbill had chosen, the road bit into 
a side hill. A farm house occupied one 
side of the road with the barn on the 
other. It was a natural fortress. All 
cars had to go careful here for there 
was a sharp curve with no leeway. A 
sandy-haired farmer by the name of 
Simon McTavish lived here in his 
granite “Shame.” 

After Mr. Clutchbill’s horse had 
clawed up into the steep farmyard and 
had been hitched, the old gentleman 
heard pounding. Guided by it, he 
found Simon McTavish behind the 
barn tuning up an enormous second- 
hand tractor which Simon kept going 
from one year to another from a 
mechanical skill understood nowhere 
outside of Scotland. 

“Simon,” said Mr. Clutchbill, in- 
terrupting Mr. McTavish, ‘‘a unique 
opportunity has presented itself for 
making money and I have chosen you 
on account of your exceptional me- 
chanical skill.” 

Simon, glaring meekly, as only a 
Scotsman can, waited patiently for 
Mr. Clutchbill to unwind his record. 

Shortly they adjourned to the house, 
and some time after that, Simon had 
taken down from some deer’s antlers 


a musket of ample bore from which he 
blew a cioud of dust and examined 
with a pale gray eye. Mr. Clutchbill, 
on his part, had wiped his lips after 
partaking of a glass of dandelion wine 
and departed with a sentence he had 
used every three minutes for the last 
half hour. 

“Simon, you shall have 10 per cent 
of the swag, not less.” 

“Ill not desert the field, Mr. 
Clutchbill,” promised Simon standing 














In three minutes Simon 
McTavish presented him- 
self in a night-shirt and 
pair of overalls with one 
suspender working 


there like a sturdy son of Roderick 
Dhu with sombre kilt and battered 
claymore. 

During the next two days Director 
Clutchbill made excursions out along 
the only other main roads leading out 
of the village, one to the north and 
one to the east. In both these cases 
he established relations with gnarled 
six-foot Yankees, valiant warriors 
whose houses were situated in pinched 
sectors where motor traffic went at a 
crawl around their dooryards. On the 
third day Mr. Clutchbill thanked 
heaven a wall of mountains cut off the 
village on the west, and he rested. 


I" is possible a month went by, no 

one kept an exact record of the time, 
when one evening there rolled into 
Ferndale an ancient car driven by a 
middle-aged man in a speckled gray 
cap and lemon-colored oxfords. Be- 
side him, however, sat a female of the 
first water. There had not been so 
dazzling a woman in Ferndale since 
the Razeberry Bros. Circus played 
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there three years before. Her name, 
as we shall learn later, was Yvonne 
O’Rorke. She was distinguished from 
the Venus of Milo by the fact that 
while that goddess has a bosom, Yvonne 
had a pair of brown eyes of depth and 
sparkle and two cheeks of milk and 
carmine. 

At the time Yvonne O’Rorke reached 
the retail section of Ferndale, all of the 
business houses had closed save the 
optical parlors of Isam Vest and the 
dry goods store of D. Hevenstone 
where the weekly fire sale was offered 
with no takers. 

Now, the offices of both Vest and 
Hevenstone are on the same side of 
the street and separated by no 
more than ten rods. Seeing the 
places lighted for business, 
Yvonne’s car stopped on the 
opposite side of the street half 
way between them and Yvonne 
alighted. With the assurance 
of a native, Yvonne made directly 
for the optical parlor of Mr. 
Isam Vest, entered, smiled and 
produced a pair of horn glasses 
with a fractured right arm. 

“IT am so glad to find you in, 
Mr. Vest,” smiled Yvonne with a 
familiar nod, interrupting Mr. Vest’s 
reading of a seed catalogue at his desk. 
“TIT am anxious to get these glasses 
fixed before visiting friends in the 
village.” 


[SAM Vest looked once, changed to 

stronger glasses, shook his head and 
picked from the case the strongest 
lenses he had and looked again. 

“With pleasure,” he purred. 

Mr. Vest put in a new part on the 
glasses mostly by feel; he had not 
seen anything like ‘Yvonne outside of a 
Sears Roebuck catalogue. 

“T am so hungry,” said Yvonne as 
she prepared to pay Mr. Vest the 
50 cents for the work, “‘I wonder if you 
would take my check for $10 . . . I 
wanted to do a little shopping too.” 

“Why why, yes, I guess I 
can manage it,” hesitated Isam Vest 
slowly counting out the money. 

“You'll find it all right,” rippled 
Yvonne, “I live just up in Granberry.”’ 

Yvonne O’Rorke next went directly 
to Mr. Hevenstone’s dry goods store 
and apprehended him sadly counting 
over the day’s business of twenty-three 
faded $1 bills. 

“Tam so hungry I can hardly stand,” 
fluttered Yvonne as she got out her 
check book to pay for two pairs of 
stockings. ‘“‘Would you be so kind 
as to cash my check for $20 and take 
out for the stockings? I want to get 
some groceries if I can find a store 
open ... I live just up in Granberry, 
you know.” 

With paralyzed hands Mr. Heven- 
stone began counting out the bills. He 
said afterward something told him not 
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to do it, but some fool thing kept him 
doing it. 

And when Yvonne went out, some- 
thing told him to follow her at a 
distance and watch. 

Yvonne O’Rorke realized Mr. 
Hevenstone had become suspicious, 
for she walked faster and faster down 
the street away from her car in an 
endeavor to throw him off. But he 
clung to the trail with a boldness that 
was now alarming. Suddenly she 
crossed the street and ran for her car 
with Mr. Hevenstone in hot pursuit. 
Aided by sound wind and, no doubt, 
with considerable previous practice, 
she reached her car and it screamed 
away from the curb. 

That was enough for Mr. Heven- 
stone. He rushed for his telephone. 
On the way he ran into Mr. Isam 
Vest. 

“Look at that!’ yelled Mr. Vest, 
holding a check in front of Mr. Heven- 
stone. ‘‘No good!! I just telephoned 
the cashier of the Granberry Trust 
Company at his house. They ain’t 
got no such customer.” 

“And mine was $20. Oh!” Mr. 
Hevenstone’ grabbed his heart. 
‘“What’ll we do? She’s just left in a 
car on the south road.” 

“Let’s call up Clutchbill,” yelled 
Isam Vest breaking into a gallop for 
his parlors. 

Mr. Hevenstone went into the 
parlors on Isam’s heels like a starving 
hound dog. 

‘“‘Never mind the number! : 
give me Clutchbill’s house,” shouted 
Isam Vest in the receiver after cranking 
the telephone faster than the eye 
could follow, 

“Who is it?” came over the wire. 

“Me . Isam Vest and D. 
Hevenstone. We've been hoodled 
with a bad check what'll we 
do? They’ve gone out in a car on the 
south road.” 


“I’ve got ’em already . come 
on up.” 

“Wha what?” squalled 
Isam Vest. 


“T’ve got ’em, I tell yuh.” 

Isam Vest turned two wild eyes on 
D. Hevenstone whose head was glued 
to the side of the receiver. 

““He’s got ’em 

“But how can.... 

“Come!! My car!!”’ 

Leaving the door to the parlors 
open, Mr. Vest sprang astraddle the 
shift lever of his car at the curb while 
Mr. Hevenstone dove into the back 
seat. Mr. Vest raced the engine and 
started off in “high.” The back of the 
rear seat caught Mr. Hevenstone like 
a fly and held him there almost sus- 
pended. Once he raised both hands 
and gave his hat brim a sudden yank. 
They were at Director Clutchbill’s 
house in three minutes. 

“Where are they?” 


got ’em!”’ 
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gasped both 


visitors in unison when Mr. Clutchbill 
opened the door. 

“Just down the road a piece. [I'll 
go down with you. They ain’t no 
hurry. I’ve been in touch with my 
secret service man. Swing around and 
take in Constable Cleveland; we’ll 
have to make a proper arrest.” 

Mr. Vest and Mr. Hevenstone 
opened their mouths and gazed in 
silent awe at Director Clutchbill. 

“You didn’t realize you was con- 
nected with such a swift bank, did 
yuh?” warbled Mr. Clutchbill brightly 
while hunting for his hat in the hall. 

Ten minutes later the car had 
gathered in Constable Cleveland and 
was flying down the south road. Four 
miles out of the village they en- 
countered a line of sixteen south- 
bound cars with flashing headlights 
pulled to the side of the road. Only a 
few women and children were in them. 
The warriors had gone to the battle- 
front. 

‘“There’s been a wreck!” shrieked 
Mr. Vest, placing a pair of No. 11 
shoes on brake and clutch. 

“This is where we get out,” said 
Mr. Clutchbill. 

When they drew near the foremost 
car down the line, a strange sight met 
the eye. Blocking the road so that 
none could pass was a huge tractor 
which had been backed out of the barn 
door of the farm belonging to Simon 
McTavish. Mr. McTavish was not in 
sight. 

Shoving at the tractor to push it out 
of the road were thirty-six men and 
seven half-grown boys. In spite of 
the periodically yelled ““Now ‘ 
together!’ and a general heave, the 
tractor remained as still as though 
anchored to the Rock of Ages. 

“What’s the matter here folks? 
Where’s the feller that owns this 
tractor?” shouted Director Clutchbill. 

“There ain’t no lightning going 
through to the engine and there ain’t 
no one to home,” shouted several 
informers. 

“Keep quiet for a minute, folks.” 
Mr. Clutchbill got up beside the 
tractor seat. “Simon, where be you 

. it’s me, Aaron Clutchbill.” 

A voice came out of the night above 
them. 

““Up here, Aaron!’ 

All faces were turned toward the 
stars. 

“Where be you? . . . I can’t see 
you, Simon,” squalled Mr. Clutchbill. 

By this time a strong flashlight was 
brought into play. High up on the 
barn gable towering over the road a 
rifle barrel projected from the small 
diamond-shaped hole cut for the barn 
swallows. 

Of a sudden Director Clutchbill 
felt someone tug at his coat tail. 

“We've got ’em both,” came the 
voice of Isam Vest . . Hevenstone 
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and the constable are guarding the car.” 

Mr. Clutchbill instantly lifted his 
voice to the barn gable. “Come on 
down, Simon —we’ve got ’em!”’ 

Muffled noises began issuing from 
the interior of the barn. In three 
minutes Simon McTavish presented 
himself in a night-shirt and pair of 
overalls with one suspender working. 

“All get into your cars,” ordered 
Mr. Clutchbill as Simon connected 
up a hidden wire on the tractor. 

A moment later a rattle like a 
machine gun and a pall of gas fumes 
rose from the tractor as it rolled 
slowly out of the road. Then car after 
car sprang to life and hurried by with 
curious pale faces leaning out of them. 

When all had gone save Mr. Vest’s 
car and that of Yvonne O’Rorke, 
Director Clutchbill advanced and held 
an interview with Isam Vest and D. 
Hevenstone. A small amount of 
money changed hands and Mr. Clutch- 
bill returned to Simon. 

“I’m dreadfully mortified, Simon, 
the swag came only to $30 . . here 
is your $3 which is 10 per cent as 
agreed on.” 


“Ah, well, Aaron, don’t be dis- 
heartened; three dollars is’ three 
dollars.”’ 


“Of course it is only our first try- 
out,” admitted Mr. Clutchbill. 

“We'll do better with summer 
coming on. Fancy my profit if a gang 
holds up the bank. I’d get a couple 
of thousand, Aaron, not less.” 

Director Clutchbill pulled his goatee 
once and looked quickly at Simon. 
“You keep this first $3, Simon, but if 
the bank gets held up, we’ll have to 
split the profit; I had no idea business 
would come along so quick.” 


A South Carolina 
Shipment 


“GHIP those goods, and draw a draft 

with bill of lading attached, draft 
to be paid on delivery of the bill of 
lading,’ the shipper ordered, but the 
shipping clerk, being young and care- 
less, shipped the goods “open and 
unconditional.” 

“Deposit the purchase price to my 
credit with the X bank,” the shipper 
wired, when he learned of the mistake. 
The buyer did so, but the bank failed 
before remitting to the shipper. 

“The bank held the money in trust 
for me, and I am entitled to a prefer- 
ence,” the shipper contended. 

“The instructions of the shipper 
were complied with fully and literally, 
and the relation existing between him 
and the bank at the time it ceased to 
do business was that of debtor and 
creditor, and there was no trust 
arising in this case,’’ said the Supreme 
Court of South Carolina in ruling in 
favor of the bank. —M. L. H. 
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ONE HUNDRED AND FIFTY MILLION 








HE term “Small Loan” in 
the strict sense, applies only 
to a direct cash advance. 
Roughly we have estimated this 
business at four billion in the United 
States, including only banks and 
other organizations which loan 
directly. In this discussion we will 
go a step further to include the 
other indirect agencies, such as 
open book accounts, installment 
sales, loans by insurance companies 
and others, which comprise a 
startlingly large volume of con- 
sumer credit. 

At the outset it is most interest- 
ing to notice the rapidly changing 
public attitude which has_ so 
recently accepted mass finance as 
a necessity in our national life. 
Less than one hundred years ago 
men were cast in jail for non- 
payment of debt. Popular opinion 
held that practice as justifiable. 


Then public theory took a step. ai 


We said: “Imprisonment is too 
drastic. A creditor can file a civil 
action and take part of William’s 
wages, so long as he leaves him 
twenty-five or thirty dollars to feed 
and house his family.” We enacted 
tool and wage exemptions. 

And today we are taking another 
step. We have discovered that small 
business men are thinning out because 
it’s easier to work for big business and 
the pay check is larger. As a result, 
the greater bulk of our population have 
become wage earners. Instead of pen- 
alizing William for getting in debt, we 
are making it attractive for him to do 
so. We say we are interested in having 
him enjoy a higher standard of living. 
We want him to borrow and to buy 
those things that will make his home a 
happier, healthier abode. We are 
enacting Uniform Small Loan Laws in 
many states in addition to higher wage 
and compensation acts. 

In adopting these higher standards 
the American public has generally not 
foreseen some of the difficulties that 
beset life at all times. Unemploy- 
ment, illness, death, are unavoidable. 
There is a huge mass of our population 
which appears unable to see ahead to 
such emergencies. Second, there is a 
vast group who have the foresight, but 
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CommerciAL BANKS 


(DOES NOT INCLUDE THE NON-SPECIALIZED Loans) 


lack method in saving for the event. 
Thus personal emergencies are frequent 
and when they arise, the family must 
be relieved. Such times are turning 
points which determine whether the 
family will retain the lesson, keep 
courage to go ahead, or sink to a lower 
social and economic level. 

Still, emergencies are by no means 
the sole purpose of personal finance. 
One of our largest social blocks is com- 
posed of those folks who know how to 
look forward, who save systematically 
to meet reverses, but who need oc- 
casional money and advice in making 
small investments. 

So, today in living standards we 
consider ourselves in advance of any 
other people. Along with our general 
upward progress, personal credit has 
found a permanent place for itself. It 
has become indispensable. Its purpose 
is to furnish worthy credit to the con- 
sumer in the same way that commerce 
and industry have been served through- 
out banking history. Consumer credit 
is now the tenth largest industry in the 
United States. The largest amount is 
granted by installment merchants. 
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Automobile, furniture and other 
dealers who sell on deferred pay- 
ments are nothing more than small 
loan makers most of whom have 
become highly proficient in both 
selling, loaning and collecting. 
Viewed as a whole, the small 
loan industry is accomplishing 
lasting results by stabilizing per- 
sonal consumption. This is not 
theory. Visit any organized chattel 
office, industrial bank, commer- 
cial bank, credit union, or other 
units. Invariably we find a trained 
and courteous credit man in 
charge, who keeps the borrower’s 
welfare in mind and advises him 
how to handle his family affairs 
in the most businesslike manner. 
This is prompted by a worthy 
desire on the part of personal 
loan executives to serve the public 
as fully as possible at the lowest 
rate of interest. Lessons in house- 
- hold management are received 
by borrowers both at the offices 
of merchants who sell their own 
goods and at the offices of small 
loan makers, who loan for many 
purposes. 

Personal credit may be divided into 
fifteen branches, representing a total 
outstanding investment exceeding 
eleven billion dollars. Compared with 
the rather insignificant volume of other 
nations, as previously outlined,* our 
total awakens us to the fact that the 
subject demands much closer study 
than it has received. Its implications 
are especially pertinent to the banking 
fraternity. In order to form an ade- 
quate picture of the field, it is neces- 
sary to visit each unit in operation. 

We may start in your city or mine 
and will, no doubt, come in contact 
with all three of the largest grantors of 
personal credit before we have gone 
far down the street. 


The Installment Merchant 


Several volumes might be written on 
this division alone. However, we will 
limit our remarks to the fact that in- 
stallment sales represent an invest- 
ment of two billion six hundred 
million, according to a late report of 








*See ‘‘Our Personal Credit Origins’ by Howard Wright 
Haines in The Burroughs Clearing House, June, 1931. 
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Mr. Milan V. Ayres, Analyst, National 
Association of Finance Companies; 
and, second, that a large proportion 
of retail dealers have, through bitter 
experience, become much opposed to 
“loose sales’ and are introducing cor- 
rective measures to prevent “‘over- 
buying” on the part of the public. 


Open Retail Accounts 


In spite of the cash chain-store de- 
velopment, many merchants have in- 
creased their open accounts, which the 
National Retail Credit Association 
tells us pay off on the average 
of each seventy days. This 


and some are not available. Neither 
will it be correct to place the total 
specialized loans at $150,000,000 which 
is the present estimate. Some banks 
are making low rates on this type of 
loan. For example, a New York bank 
has been operating several years at 
5.6 per cent, a rate which apparently 
can allow little profit. A number of 
institutions are making rates of 6 per 
cent, although some add a 2 per cent 
handling charge, sometimes called an 
investigation fee. The majority are 
not attempting to expand the small 
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business came from my father and be- 
fore him, his father, and before him,” 
he hesitates a moment as if in doubt, 
“I guess it was his brother who had it 
then.” 

*‘And you have a good business built 
up?” we continue. 

“Oh, yes,” replies the proprietor. 
“‘we have about fifty thousand in little 
loans.” That is quite surprising, for 
this is only a small shop. ‘Pardon 
me,” says our host, hurrying away to 
a customer who has entered. 

We stand watching him wait upon 

the steady line of customers who 








may not be exactly correct 
under present depressed condi- 
tions. If so, it would bring 
the estimated total of open 
accounts in the United States 
to almost three billion, which 
for our study is reduced to 
two billion five hundred million. 


Insurance Loans 4 


Every insurance company is 
called upon to loan upon its 
policies which have a_ cash 
value. Such loans are made 
in monthly payments or for a 
term of months at an average 
of 6 per cent, although rates 
vary. It may be safely esti- 1 
mated that of such loans 


. annually two billion are used 11. 


for personal obligations and, 
therefore, this total becomes 
a part of consumer credit. 15 
Definite data is not available 
regarding the purpose for which 
United States Veterans Loans 
are used, but it is assumed that 
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Analysis of Personal Credit in the 
United States 


appear. Adeptly he appraises 
their pledges and advances the 
money. Suddenly, we realize 
that this type of loan is highly 


ee os onaanne . important, because it is too 

nstallment Sales.............. 2,600,000, 

Open Book Accounts. ......... 2,500,000,000 small to be handled elsewhere. 

achat te When money must be had at 

(a) Life Insurance Loans to once, the pawnshop offers im- 
Policyholders............. 2,000,000,000 mediate service to the smallest 

(b) United States Veterans..... 1,000,000,000 of borrowers. And it is quick, 


Commercial Banks 


(a) Non-Specialized Small Loans 1,000,000,000 


courteous, confidential service. 
When it is considered that 


ee Loan Departments ponte annually 350,000 persons in 
Loan Sharks.................. 375,000,000 New York City alone pledge 
Building & Loan Associations, en stones, gold, silver and 
Loans to Stockholders.......... 295,000,000 other articles, on which from 
Personal Finance Companies.... 290,000,000 $2 to $125 are advanced, it can 
Industrial Banks.............. 250,000,000 be readily understood that in 
Savings, Loon & Investment innate all states the pledge-shop does 
EEE + tess ee seeeseeees 200,000, a total business of approxi- 
a doa 1 Fe pti mately four hundred million, 
. Remedial Societies............. 30,500,000 outstanding. 
SE ee ree ae 30,000,000 : ' 
Employers’ Plans.............. 12,000,000 [NX thirty states rates of in- 





$11,348,500,000 


—Courtesy American Bankers Research Foundation. 


terest ranging from 10 per 
cent per month to 10 per cent 
per annum, are set by law. No 
chain shops are known and 











most of this money either is 





used to pay off standing debts 
or to purchase personal commodities. 


Commercial Banks 


Small loans in banks are divided 
into specialized and non-specialized. 
The latter refers to thirty-, sixty-, and 
ninety-day notes and other forms of 
accommodation paper, as well as dis- 
counted notes, the total of which 
exceeds one billion. 

The Hudson County National Bank 
of Jersey City claims the honor of 
opening the first organized small loan 
department in 1924. Others, however, 
state they were making this type of 
loan in volume as far back as 1915. 
Some called them ‘“‘industrial loans.” 
The American Bank & Trust Company 
of Bridgeport was making co-maker 
loans in 1920. 

Since 1924 there has been a steady 
swing to this field, the proportionate 
increase in new departments perhaps 
exceeding the expansion in any other 
field of personal credit. To state there 
are 277 banks operating departments 
will not be correct when this article 
appears in print, as totals are changing 


loan too rapidly, but are taking care of 
immediate customers and a transfer of 
loans already in their cases. Generally 
the attitude of commercial banks is 
that rates should be set closely in 
accord with legitimate industrial bank- 
ers, who, on account of the increasing 
small loan needs of the nation, will 
continue to handle a great volume of 
this business. 


The **Pawn” or “Bundle Shop” 


This is one form of personal credit 
about which least is known regarding 
actual volume. For this reason we may 
call at the shop for first-hand informa- 
tion. In the window almost every 
conceivable trinket, from sparkling 
diamonds to bass drums, hide their 


tragic stories of faded hopes. The 
three gold balls squeak on _ their 
hinges. We enter to be met by a 


Roman-nosed gentleman, well along in 
years, with a black skullcap. 

“Something, gentlemen?”’ 

“Just wanted to talk to you about 
the business.” 

**My business? Well, gentlemen, this 


most offices are run and held 
for long periods by members 
of a certain family. This type of loan 
is bothersome and hard to handle and 
those engaged in the business must 
make many loans to accumulate a 
profitable volume. 


The Loan Shark 


Since Judge Kenesaw Mountain 
Landis railroaded the sharks from 
Chicago as told by Mr. William G. 
Shepherd in Colliers, of March 21, 
other cities have taken up the idea 
and it is estimated that more people 
are learning of legitimate sources 
where money may be had than ever 
before. Still the probable volume of 
shark loans reaches $375,000,000. 

Many loans in this group are made 
to persons of little or no character and 
the bailor is often accused of exacting 
enormous interest, which is true only 
in certain cases. Security of all kinds 
is taken and charges usually run from 
15 to 20 per cent per month, or higher. 


Building and Loan Associations 


These are usually classed as in- 
vestors loans, but it is found on 
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investigation that a definite share of 
real estate loans goes for personal credit. 
An increasing practice has also de- 
veloped among these associations of 
loaning small sums to paid-up stock- 
holders on their certificates. These are 
made at from 6 per cent to 8 per cent 
on payments and otherwise. 


Personal Finance Companies 


These organizations pay a license as 
prescribed by the Uniform Small Loan 
Law as enacted in twenty-five states. 
It is said that 3,100 companies now 
operate offices, many of them chains, 
under this plan. Charges run from 
2% per cent to 3% per cent per month. 

This worthy group of expert loan 
executives is well prepared through 
capable managers and capital to serve 
their army of annual borrowers. Their 
suite of offices are up-to-date in every 
respect and the manager is usually a 
young man of thirty-five—a college 
graduate, we surmise—who meets us 
and answers questions with a smile. 

“Yes,” he says, ““we make loans on 
furniture, automobiles and occasionally 
on other forms of security. Still we 
place the higher consideration on the 
character and record of the borrower. 
We call our loans ‘character loans’ be- 
cause we look to the man as much as 
to his security.” 

“Is the personal finance business 
growing?” we inquire. 

“Yes, indeed,’ comes the answer. 
‘Eleven hundred of the personal finance 
companies are members of the Ameri- 
can Association of Personal Finance 
Companies with headquarters in Wash- 
ington, D. C., under the personal 
direction of Mr. W. Frank Persons. He 
can give you a great deal of informa- 
tion. Here is one of our monthly 
magazines put out by our association.” 
It is a thirty-two page brochure and 
keeps all members informed of the new 
developments. 

From that very able executive, Mr. 
W. Frank Persons, we learn that the 
Beneficial Industrial Loan Corporation 
is an example of the growth of chain 
organizations in this field. This com- 
pany has 300 offices in twenty-three 
states. The original chattel loan com- 
pany is the Household Finance Cor- 
poration, headquarters in Chicago, 
organized 1878, which has 127 offices 
in large cities and loans in excess of 
fifty million annually. Others are the 
Community Finance Service, Inc., 
Philadelphia; the City Loan and Sav- 
ings, Lima, Ohio, and some twenty-six 
other chains, besides individual com- 
panies. 

“Practically all members of the asso- 
ciation,” says Mr. Persons, “‘attempt 
to loan at rates as low as possible. As 
an example of this desire the Household 
Finance in 1928 voluntarily lowered its 
rate from 31% to 2% per cent.” 

Companies in this category now serve 


annually about three million persons, 
who borrow up to $300 on chattels, 
which type of loan is not handled 
generally elsewhere besides industrial 
banks. As a unit these companies 
have made a sensational growth and 
it is surprising to notice that a small 
group of about thirty companies 
handle 50 per cent of this kind of credit. 


Industrial Banks 


These organizations originated in the 
United States the idea of loaning on 
one or more co-signers and go back to 
Mr. Arthur H. Morris, in 1910, and his 
struggle and final establishment of 
many offices. Morris Plan institutions, 
which are of the highest class, perform 
a variety of different functions. In 
addition to making small loans on 
endorsers, they also accept other forms 
of security, as well as discounting trade 
acceptances and automobile paper. 
Rates vary according to the security. 
On approved collateral, bank rates are 
offered. 

As pioneers in industrial banking 
their entire organization represents one 
of the most efficient and constructive 
elements in the field of personal credit. 

Other industrial bank organizations 
are the Citizens Finance Company of 
Saint Louis, with more than forty-two 
companies in the South and Midwest; 
the Whimsett System, Chicago, with 
more than 120 units in this country, 
Hawaii and Canada; the Industrial 
Banking Corporation of America, re- 
cently organized and expanding rapidly. 


Savings, Loan and Investment Companies 


Many investment houses make their 
principal duty that of selling securities. 
However, purchasers of these securities 
frequently find themselves in need of a 
temporary small loan and they immedi- 
ately think of disposing of their stocks. 
To discourage such sales, savings and 
investment concerns offer to loan their 
stockholders such small amounts as 
are required. The annual total of 
these loans is estimated at two hundred 
million. 


Unlicensed Lenders 


Although it has been said that these 
lenders do a larger volume of business 
than any other single group, actual 
figures where available show a de- 
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clining volume. We are guessing at 
this volume as $175,000,000 outstand- 
ing. 

Two classes of unlicensed men and 
companies operate, sometimes in small 
chains, which have been developed 
within the last ten years and exert a 
strong effort to hold their former busi- 
ness. Loans are made on practically 
any form of security. 


Credit Unions 


As mentioned previously, credit 
unions started in Europe and the first 
credit union law was not passed in this 
country until 1909. The working plan 
is similar to the building and loan 
association, except that personal loans 
are made. Its purpose is to offer 
cheapest credit to its members and its 
greatest development is found among 
certain industries or groups such as our 
United States Post Office Association, 
of which there are more than 170 
branches; Railroad Brotherhoods; Tele- 
phone Employees; Machinists; Unions; 
Press Representatives, and so on. 

Members subscribe to stock in the 
corporation on which they receive 
specified dividends. Should they need 
money, they may be granted a loan on 
their own stock or on co-signers, or 
other security. Rates run from 6 per 
cent annually to 1 per cent a month, 
but each borrower receives back a share 
of the profit made on his own loan. 
There are more than 1,200 unions in 
operation, with an invested capital of 
$41,000,000. Canadian unions have 
met with striking success, but are not 
included in the above total. 


Remedial Loan Societies 


It was first thought in 1859 that a 
philanthropic type of small loan was 
needed to solve the problems of the 
working class. This prompted the or- 
ganization of remedial loan societies 
which still exist in twenty-five of the 
larger cities and carry loans of $30,- 
900,000. They loan on chattels, co- 
signers, or pledges, and charge from 1 
to 2% per cent monthly. The business 
is not expanding generally, as both 
rates and manner of loaning is similar 
to personal finance companies and 
pledge-shops. 

Actziahs 

The word is often reduced to Axia 
and means in Russian a voluntary 
group who accept savings and loan 
money to their members. In short, 
they are unlicensed credit unions, 
usually operated for a certain nation- 
ality. Most larger cities possess several 
of these associations, although New 
York, because of its foreign mixture, 
has more than its share. 

The Actziah takes care of the new 
American who does not know where or 
how to borrow money. Their charges 
are usually high and they are publicly 


(Continued on page 38) 
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The National Newark and Essex Bank dominates Broad Street and 


the skyline of Newark 
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Also dominating, in the business section of Baltimore, is the thirty- 
five story building of the Baltimore Trust Company 





Two views of the new home of the First 
National Bank of Atlanta, the main bank- 
ing room and the officers’ quarters 
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ntermediate Credit Progress 


How the Service of the Intermediate 
Credit Banks for Financing Farmers 
Fits Into the Present Banking Scene 


cl3}y Edward H. Thomson 


President, Federal Land Bank, Springfield, Massachusetts 


ANKERS in small towns 
B and rural communities are 
going to be increasingly 
interested in intermediate credit 
for farmers. Many of the farm- 
er’s demands are such as to fit 
logically into this classification. 
This has been demonstrated 
many times in the last few 
years. An opportunity is afforded 
many bankers to utilize the 
facilities of the twelve Federal 
Intermediate Credit banks, the 
better to serve their rural com- 
munities with production or 
marketing credit. This may be 
accomplished by acceptable com- 
mercial banks endorsing the 
notes and discounting them with 
the Federal Intermediate Credit 
Bank of the district or by the 
formation, under state laws, of 
agricultural credit corporations 
or live stock loan companies 
which will make the loans, en- 
dorse the paper and discount 
it with the bank to the extent of 
six or eight times their paid-in 
capital and surplus. Or, if more 
convenient, the Federal Inter- 
mediate Credit banks will accept 
for discount bills payable with 
eligible paper as collateral. 
Possibly one of the best ways of 
telling how a purpose may be accom- 
plished is to cite a successful example. 
In the famous potato district of Maine, 
Aroostook County, the farmers an- 
nually pay great sums for fertilizer. 
Every few years they encounter poor 
markets for their potatoes, and with a 
very much reduced income their sup- 
ply of operating capital is depleted. 
Since fertilizer sells on a time payment 
basis for $6 to $10 per ton more than it 
does when paid for in cash, the saving 
of this amount, upon fertilizer selling 
for cash at approximately $34 per ton, 
is decidedly worth while. But when 
it comes to financing the fertilizer for 





Mr. Thomson 


upward of 100,000 acres of potatoes, 
the amount of credit necessary runs 
into large figures. Even large banks, 
for rural communities, frequently are 
not able to take care of such extra- 
ordinary needs, and there is always the 
possibility that the borrowers will 
have to ask for an extension of credit 
because of unfavorable crop or market 
conditions. 

Several local banks, eight in number, 
realizing that their resources were in- 
adequate to meet the needs of even 
a small part of the very best growers in 
Aroostook County, formed, under the 
state law, an agricultural credit corpo- 
ration. The procedure of securing the 


money was simple. The grower, 
who usually was a customer of 
one of the banks, would go to 
the banker and talk over with 
him his plan of operation for the 
season and give him a state- 
ment of his financial position. 
If this banker was satisfied that 
this grower was entitled to 
credit, his note was forwarded 
to the credit corporation, repre- 
senting the eight banks. If the 
committee of the corporation 
approved the farmer’s note, it 
was endorsed by the credit cor- 
poration and forwarded to the 
Federal Intermediate Bank of 
Springfield, Massachusetts, for 
its consideration. 


N 1929 approximately 200 

loans amounting to about 
$325,000 were made by this 
corporation. The money was 
all advanced for the purchase 
of commercial fertilizer at an 
amount not to exceed $40 per 
acre. In no instance was the 
grower financed unless he had 
first made arrangements with 
his local bank whereby he would 
have additional credit as needed 
for the planting, spraying and 
harvesting of his crops. In any plan 
of this kind, local bank credit is an 
essential feature. 

The 1929 crop of potatoes brought 
good prices and every dollar of these 
loans was paid on or before it was 
due. The banks, through the forma- 
tion of the credit corporations, extended 
credit safely and in a volume that 
would have been impractical, if not 
impossible, should it have been neces- 
sary to handle it in the usual way 
through the banks. 

This year this Aroostook County 
credit corporation has 126 borrowers 
and its discounts total about $225,000. 

This example could be multiplied to 
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cover somewhat similar situations in 
different fields of agriculture, particu- 
larly live stock. Corporations have 
been formed by others than groups of 
banks. A number have been organized 
by individual banks. Others have been 
incorporated by groups of individuals, 
and farmers’ co-operative marketing 
associations for the purpose of taking 
care of the production credit needs of 
their memberships. About 700 agri- 
cultural credit corporations, live stock 
loan companies and local banks had 
discounted with these banks, up to 
December 31, 1930, approximately 
$544,000,000. These banks do not 
make loans directly to the farmers; 
Congress provided for them to advance 
the money only through local institu- 
tions. The latter are permitted to 
charge the farmer as much as 3 per cent 
more interest than is paid the Inter- 
mediate Credit Bank. This was re- 
cently increased from a spread of 2 and 
2% per cent. Last year the discounts 
representing live stock loans, including 
dairy loans, totaled $27,798,000, sheep 
and goats and other live stock $11,- 
722,000 and general agricultural paper 
$30,759,000. Of the latter sum, $25,- 


722,000 represented 
production purposes. 

The twelve Federal Intermediate 
Credit banks are so organized as to be 
able to take care of a very much larger 
volume of production and market- 
ing credit than has been offered to 
them to date. The banks have a 
potential lending power of approxi- 
mately $660,000,000; that is, they are 
capitalized at $5,000,000 each, one 
half of which has been paid in by the 
Treasury, and the law permits the 
banks to sell debentures to the extent 
of ten times the capital stock or sur- 
plus of the banks. During last year, 
as already noted, the total amount of 
discounts accepted by the banks was 
$69,789,000. Thus there is ample op- 
portunity to extend the service to 
agriculture, not only on the part of the 
twelve banks but by thousands of 
rural commercial banks. In order to 
be able to discount with a Federal 
Intermediate Credit Bank, local banks 
make application to it, and its officers 
consider the set-up and organization 
of the applicant. The usual safeguards 
in the lending of money and the taking 
in return of chattel mortgages and 


loans for crop 


Thirty-one 


notes is required of the local lending 
institution by the Intermediate Credit 
Bank. 

The discounting of agricultural paper 
is only one of the two types of loan 
made by the Federal Intermediate 
Credit banks. They make loans 
to farmers’ co-operative marketing 
associations upon warehouse receipts 
representing approved staple agri- 
cultural commodities. These loans, 
according to the Act, may not exceed 
75 per cent of the current value of the 
commodities. One hundred eighteen 
co-operative associations have thus 
borrowed approximately $581,050,000. 
The principal commodities upon which 
co-operatives have borrowed include 
wheat, wool, cotton, tobacco and 
canned fruits and vegetables. 


HE debentures sold by the twelve 

Federal Intermediate Credit banks 
are entirely tax exempt. They usually 
bear a rate of interest slightly higher 
than government short-term certifi- 
cates. Total debentures outstanding 
on December 31, was $102,475,000, or 
less than twice the total capital stock 
subscribed by the Federal Treasury. 


_A n Arkansas Corporation Borrows 


N Arkansas corporation was try- 
A ing to arrange a loan with the 
local bank, and the president of 

the corporation approached X. 

“The bank’ll make the loan, if 
you'll sign a note of the corporation as 
security,” the president explained. 

“That’s a different matter alto- 
gether,” X demurred, but finally 
signed the note as requested. The 
corporation got its loan, the note fell 
due, and the bank demanded payment 
from X. 

“Make the corporation pay —they 
got the money,” X protested. 

“We've tried that, and they just 
laughed at us,” the bank cashier 
replied. ‘‘You’re no doubt aware that 
the corporation’s absolutely worthless 
financially.” 

“But the  president’s 
aire,” X urged. 

“That’s true enough,” the cashier 
admitted,“but as long as a_ stock- 
holder’s paid for his stock in full, he’s 
not liable for the corporation debts. 
They were shrewd enough to give this 
note in the name of the corporation 
alone.” 

“Looks as if I were the victim,” X 
admitted —and paid. 


a million- 


cBy M. L. Hayward 


“Of course, this is none of my busi- 
ness, and probably I shouldn’t give 
you the tip,” the cashier suggested, 
“but you’re the under-dog in a rather 
shady piece of business.” 

“T certainly am, and if you can give 
me any tip that'll help me out, I’ll be 
eternally obliged, and keep it under 
my hat, as well,’’ X urged. 

“Look up clause 16.” 

“Clause 16?” 

“Yes, your lawyer can tell you all 
about it,” the cashier assured him, 
and X promptly sought out his 
attorney. 

“Clause 16 provides that if any 
corporation fails to file certain reports 
with the proper state official, the 
officers of the corporation shall be per- 
sonally liable for any debts contracted 
during the period of default,’ the 
attorney explained, after X had stated 
the circumstances. 

‘‘And do you suppose that the 
corporation that stung me didn’t have 
their reports filed as required by law?’’ 
X asked. 

‘I know they didn’t,” was the posi- 
tive reply. 

“Then I can make the president pay 
me personally?” 


‘*‘Beyond a doubt.” 

“Then, go ahead and sue just as 
quick as you can issue the papers,” 
X ordered, and the attorney did 
so, having been paid his fee in ad- 
vance. 

‘““We’re not liable,” the president’s 
lawyer argued. ‘“The law makes the 
officers personally liable only for 
‘debts.’ The corporation in question 
gave a note to the bank, not to X. X 
signed the note as surety, so that both 
parties were indebted to the bank, 
and not to each other. When X paid 
his own debt to the bank, he didn’t 
create any ‘debt’ from the corpora- 
tion to X; within the meaning of 
the law rendering officers personally 
liable.” 

“When X became a surety for the 
corporation there was an _ implied 
obligation on the part of the corpora- 
tion to protect X from any liability 
under his contract of suretyship, that 
obligation is sufficient to create a 
‘debt,’ and the officers of this corpora- 
tion are personally liable under the 
state statute,’ X’s lawyer contended, 
and the Supreme Court of Arkansas, 
in a case reported in 131 Southwestern 
Reporter 672, decided in his favor. 
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afety, First, for Depositors 


URING the depressed period of 
D 1921, a prominent bank in 

Miami, Florida, failed, and the 
usual rumors and gossip prevailed 
about the town. 

Edward C. Romfh, president of the 
First National, offered a terse com- 
ment to allay public apprehension. 

““Good banks don’t fail,”’ he said. 

A great deal of water has gone over 
the dam since then, but Mr. Romfh 
says this statement stands. Banks 
have closed their doors, with their of- 
ficers insisting that they had been well- 
managed, and had just suffered the 
ruinous misfortunes of land deflation, 
floods, or drouth. But they were 
really not good banks, in Mr. Romfh’s 
opinion. 

Is his opinion worth listening to? 
Through a boom that can be compared 
only with the gold rush of ’49 he kept 
his bank liquid. Deflation, accom- 
panied by recurring crises, lasted over 
a period of five years. A disheartening 
series of major catastrophes laid much 
of the state prostrate, and closed 200 
banks. Deposits in the First National 
shrunk 80 per cent, but today’s state- 
ment shows it in a condition more 
liquid than ever. 

The following eulogy of the First 
National appeared in the editorial 
columns of a local news- 
paper after a spell of finan- 


By Benjamin Colby 





Mr. Romfh 


peak in 1925. The First National’s 
deposits were $62,962,000 in Septem- 
ber of that year, and twelve months 
later they had dropped 58 per cent. 

Successive disastrous hurricanes fol- 
lowed the initial deflation, and the 
Mediterranean fruit fly paralyzed the 
citrus-growing industry. The pressure, 
actual and prospective, of excessive 
local bonded debt brought further 


sinking of real estate values, and more 
uncertainty into the financial picture. 

By September, 1930, the First Na- 
tional’s deposits had shrunk to $12,- 
385,000 —about one-fifth of the boom 
figure. In the following December, the 
last of the commercial banks that had 
been in existence in Miami during the 
boom, failed. And yet, during this 
period, the First National not only 
maintained liquidity but paid divi- 
dends on its stock. 

This record of strength was achieved 
at the expense of Mr. Romfh’s popu- 
larity in some quarters. He was called 
a hard-boiled pessimist. The policy 
which had been “severely criticized” 
was that of holding down local loans 
to the point where the depositors’ 
money was absolutely safe during mis- 
fortune. 

“IT regard a bank as a composite 
person, a total of depositors,” says Mr. 
Romfh. Not a total of depositors and 
borrowers, but of depositors. 

“Safety of the funds of depositors is 
the highest principle of banking, and 
encouragement of thrift is the next. 
These two, in fact, are not only the 
first, but likewise all the principles of 
banking, for any other consideration 
is no more than a detail of policy or a 
rule of management.” 

His loan policy is a hard- 





boiled one. He believes that 





cial hysteria resulting from 
the failure of another bank: 

“If calamity had over- 
taken it, the entire financial 
structure of the town would 
have been sweptaway. As 
it turned out, it was the 
Big Bank which threw its 
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Investment Counsel... 

. Custom Made 
re. 
, i As worthless as diagnosing ailments through the newspaper columns 
m is the attempt to broadcast investment advice fashioned to fit the 
wr needs of all banks. 
“ No bond is good, per se. It may be good for one bank, bad for an- 
v other. The varying needs of each institution for diversification, yield, 

liquidity, demand a special study treatment of éés own problem. 
. Moody’s Supervisory Service offers just such individual counsel to 
- banks and trust companies. An experienced counsellor is assigned to 
d” the personal supervision of your account. He acquaints himself thor- 
a oughly with your investment problem. His work is, first, to put your 
is- bond account in good financial health; second, to keep it that way. 
“ This he does with the aid and advice of Moody’s staff of bond 
nd analysts and specialists. They supply the careful analyses of the 
e various issues and the latest developments that affect them. The 
nd counsellor uses this information to fit the specific needs of your 
= bank, and determines the action to be taken. At all times, our recom- 
‘of mendations are specific, practical, continuous, and made on our own 
“3 initiative, not merely at your request. They are subject to your 

approval and to that of our Committee on Bank Investment Policy. 
The counsellor is virtually an employee of your bank in our office. 
3 Moody’s Supervisory Service offers the cumulative advice of a 
i personal counsellor and a staff of experienced bond specialists. It is 
7: available to banks and trust companies at a reasonable fee based on 
i the amount of work involved in each account. 
~ How much this service can help you we cannot tell until we have 
his had the opportunity of examining your investment account. This we 
pe will gladly do, in strict confidence, and without cost or obligation. 
ted Kindly address our Mr. D. F. Shea, Vice-President in Charge of our 
ce Advisory Department. 
m , ;, 
in MOODYS INVESTORS SERVICE 
rely JOHN MOODY, President 
e 65 BROADWAY NEW YORK CITY 
oe BRANCH OFFICES IN ALL PRINCIPAL CITIES 
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to total loans in many banks is around 
25 per cent, although bankers generally 
fool themselves into thinking that a lot 
of this isn’t really slow. 

“If a bank’s loans are more than four 
times capital and surplus, and 25 per 
cent of them are slow, the depositors’ 
margin of protection is in this slow 
paper. A bank demands a safety 
margin of 25 per cent on high-grade 
collateral loans, and it isn’t keeping 
faith with its depositors when it allows 
their margin to be so jeopardized.” 


‘THE capital and surplus of the First 

National amount to approximately 
$2,000,000, and yet total loans and in- 
vestment in banking house and equip- 
ment reach only $3,300,000. Deposits 
are around $18,000,000. 

Cash and marketable securities have 
always formed a much larger percent- 
age of total deposits than in most 
banks. At the peak of the boom, they 
amounted to 89 per cent of deposits, 
and today they are 95 per cent. 

“The Federal Reserve Act and the 
establishment of par clearance cut 
seriously into banking profits,’ accord- 
ing to Mr. Romfh. ‘““Too many banks 
expanded their loan account dispro- 
portionately in an effort to obtain 
revenue to balance this. 

“Banks, of course, are operated for 
profit. Any bank that has enough de- 
posits can make a profit when money 
rates are high, although its funds are 
kept in high-grade paper. But this 
profit is not so easy when money rates 
are at extremely low levels, if de- 
positors’ funds are to be invested safely. 

“It is a mistake to fail to make the 
proper charges to depositors and then 
attempt to even things up by loaning 
out those depositors’ 
funds speculatively to 
get a higher return.” 

In banks of moderate 
size, where a minimum 
average balanceof only 
$100 is required, with 
a $1 monthly charge 
when the figure falls 
below that, 75 per cent 
of the accounts in that 
class are unprofitable, 
in Mr. Romth’s belief. 

According to his fig- 
ures, the average cost 
of handling an account 
is $1.50 per month, and 
this includes only the 
salaries of tellers, clerks 
and other employees. ' 
It allows nothing for 
officers’ salaries, adver- 
tising, rent, lights or 
other similar expen- 
ditures. 

The minimum av- 
erage daily balance at 
the First National has 
been placed at $300, 





with a $2 monthly charge when it is 
not maintained. 

Fifty items per month are allowed 
free, and in excess of this they are 
charged for at the rate of 4 cents each. 
If a balance averages $1,000, the 
number of free items is doubled, and 
all over 100 cost 2 cents each. A charge 
is made for currency deposits at the 
rate of 10 cents for each $1,000 as a 
general rule. 

These charges are not absolutely 
rigid, however. There is a_vice- 
president in charge of the analyzing of 
accounts, and when he sees that the 
cost of one is larger than the value of 
the account justifies, he takes steps to 
require a larger balance; or, in lieu of 
this, a greater monthly charge is made. 

Payrolls are an example of a costly 
service. All items handled at the 
window entail more expense than 
otherwise. Each account is analyzed 
separately before the officer in charge 
of this work can reach a conclusion as 
to its true value. 

On dormant balances, 2 per cent 
interest is allowed, and also on the net 
balances of the larger active accounts, 
after deducting liberal free balance. 
These interest rates were allowed, how- 
ever, when money was higher, and new 
accounts are not being accepted on this 
basis. 

Mr. Romfh’s ideas of slow paper are 
strict. He has two classes of loans, 
“A” and “B.” The “A” loans are 
current or seasonal. Immediately a 
loan is over-due, it goes into the “B” 
class, and a man is put to work on its 
collection. Some one should be work- 
ing on from 10 to 15 per cent of all 
loans, constantly, he believes. 

“In the best of banks,” he says, 


“The First”’’ during 
a run June 11 to 
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“bad loans will be made. A great 
many applicants don’t want loans at 
all, but want a bank to go into business 
with them. A bank’s business is to 
make loans, not capital investments.” 

The question one naturally puts to 
Mr. Romfh is — 

“If every bank followed your prac- 
tice in keeping down its loans, wouldn’t 
it be extremely difficult to borrow 
money?” 

His answer is explicit. 

“No. Not for those who are entitled 
to borrow.” 

Mr. Romfh is a Florida pioneer. He 
came to the state in 1884, and started 
his banking career in 1898 with the 
old Bank of Bay Biscayne. 

He was one of the organizers of the 
First National Bank in 1902, becoming 
its cashier; ten years later, he was 
elected president. His experience with 
runs began in 1907. On July 3 of that 
year he learned that another bank was 
in bad shape, and on a hurried trip to 
Jacksonville he was able to get only 
$13,000, the next day being a holiday. 
Armed with this, he weathered thestorm. 

That was the closest he ever came to 
running out of money, and the only 
Lime in the history of the bank he has 
been scared, he says. Since then, he 
has become something of an expert on 
runs, having been through so many. 
There is a technique to meeting them. 
When a line, three blocks long, forms 
outside, skillful handling of the situ- 
ation can help a lot. 


[DURING one of Miami's biggest runs, 

94 per cent of the First National’s 
deposits were in cash and marketable 
securities, and there was no question 
of its solvency. But the run had come 
with only forty-five 
minutes’ notice, and on 
the first day it was 
feared that the imme- 
diate supply of cur- 


June 13, 1930 
caused by the 
closing of 
another 


“ane  veucy might prove in- 
bank adequate. The other 
banks were undergoing 


runs, also, and Miamiis 
not close to any sizable 
cities from which cur- 
rency could have been 
obtained during such 
a frightened time. 

A program of paying 
the larger checks with 
a flourish was adopted. 
These were presented 
less frequently. The 
tellers “‘stalled’’ on the 
small ones, while they 
investigated the ac- 
counts. As a result, 
the First National paid 
out in an entire bank- 
ing day very little 
more than did a much 
smaller bank in two 
hours. 
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The Land Trusts in 
Practice 


(Continued from page 10) 


owner of the acre property would con- 
vey to the subdivider, taking back a 
blanket mortgage for the amount of 
the purchase price unpaid, provision 
being made for partial release of the 
lots when sold. This was not a par- 


ticularly desirable arrangement, espe- | 





cially from the viewpoint of the lot pur- | 


chaser. Under the trust method, how- 
ever, the former acre owner is pro- 
tected under the trust, and the buyer 
under an installment contract is able 
to obtain a deed at any time after the 
completion of his payments without 
delay because of the absence, inca- 
pacity or insolvency of the seller, or 


because a mortgage lien cannot be re- | 


leased. Moreover, the death of the 
subdivider during the life of the con- 
tract does not complicate the situation 
since title to the real estate does not 
have to go through probate. 

Subdivision trusts fall into several 
different classifications. 

The simplest type is that in which 
the trustee merely holds the legal title 
for the owner who installs the improve- 
ments and appoints a sales agent ona 
fixed commission basis. Other forms 
involve the formation of syndicates for 
the handling of the properties and, in 
some rare instances, financing by the 
trustee. 


The most recent development in the | 


use of land trusts is that of financing 
building projects. 

Just as a bond issue splits the mort- 
gage into many parts so that it may 
be owned by many investors, so the 
land trust splits the ownership of land 
into'many parts so that it, too, may 
be owned by many investors. The 
interest of each investor is evidenced 
by a certificate of beneficial interest, 
but this certificate, instead of con- 
ferring on the beneficiary an interest 
in the earnings, income and proceeds 
of the property, vests in the holder an 
equitable interest in the land itself, 
which is the type largely used in Ohio. 

Certain legal objections make this 
type of investment impractical in 
many states. 
for recording the certificates nor for 
searching the record title. 


No provision was made | 


Instead, it | 


was attempted to make certificates | 
negotiable by endorsement and de- | 


livery. Naturally, therefore, the trans- 


feree took title subject to all defects | 


which might have attached to the 
certificates while in the hands of 
private owners. Among other things, 
title might be affected by death or 
bankruptcy of some former certificate 
holder, by judgments, by dower rights, 


by any one or more of the innumerable | 


risks incident to real estate titles. 
However, under the more recent type 
of trust created for the use in newer 
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financing operations, these legal objec- 
tions have been largely removed. The 
interests of the holders of these land 
trust certificates are recognized as 
being interests in real estate and must 
be transferred in the same manner as 
such titles. Title to the certificates, 
instead of passing by delivery, must be 
recorded in the recorder’s office and a 
new title certificate is issued by the 
title company in connection with each 
transfer. The interests of the cer- 
tificate holders are taxed as real estate, 
against the property itself, instead of 
as personal property. 

Let us develop an example of this 
modern type of financing. Suppose 
there are ten individuals owning as 
many undivided interests in a fee 
which is so located that if it were 
improved by a suitable building it 
would become immediately profitable. 
The owners find a builder or operator 


willing to erect such a building pro- 
vided he can secure a long term lease 
on the land at a satisfactory rental. 

The fee owners transfer title to a 
trust company as trustee, which exe- 
cutes the lease as lessor to the operator 
as lessee. The trustee issues to the 
original owners trustee’s certificates 
evidencing the interest of each in the 
trusteed property and setting forth the 
rights of the certificate holder in the 
income and profits from the leased 
property. The original holders of the 
trust certificates may retain them as 
investments, sell them individually or 
form a syndicate for the purpose of 
selling them to the public. 

The lessee makes the improvements 
which become the security for the lease 
and assure the payment of the specified 
annual rental. The trustee undertakes 
to collect the rental and distribute the 
proceeds periodically among the cer- 
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tificate holders, to prosecute any viola- 
tions of the lease covenants, to collect 
and invest the sinking fund payments 
and to distribute the proceeds in case 
the property is sold. 

An option is usually granted in the 
lease to the operator to purchase the 
property within a certain time at qa 
given figure. Under these circum- 
stances, the trustee may purchase the 
outstanding certificates in the open 
market or may call them for the sinking 
fund at a stated premium. The cer- 
tificates are not cancelled but are held 
in the fund until all are purchased or 
until the property is purchased by the 
lessee. 

Trust companies, large and small, 
are finding land trust business profit- 
able, and with the increase in land and 
building activity, new uses for this 
form of trust will doubtless be de- 
veloped. 


Business Must Learn Economics 


new lower price levels, industry will 
come to a standstill and purchasing 
power will be short-lived. On the other 
hand it must be recognized that busi- 
ness broke down two years ago in part 
because the purchasing power of the 
country became inadequate to buy the 
consumption goods of the country at 
the then prevailing prices. Prices 
must therefore have been inflated some- 
what more than was purchasing power. 
To reduce both by the same percentage 
would restore the same impossible 
situation which existed in 1929. 


T seems necessary to concede that a 

drop of 25 per cent in prices, with 
wages holding at pre-depression levels, is 
more of a readjustment between prices 
and wages than is required to restore 
“normal” purchasing power. Such a 
drop, with wages holding, is also more 
of a concession than most businesses 
can make and continue to operate at a 
profit. Every industry must face the 
indisputable fact, however, that unless 
it reduces prices to the consumer 
further than it reduces wages it will 
have made no contribution toward 
business recovery. It has no right to 
expect business to improve. 

When business recovery gets well 
under way, and even before, bankers 
will be consulted about expansion pro- 
grams. Investment and mortgage 
bankers particularly will have a big 
responsibility thrust upon them in this 
connection. Hundreds of industries 
and many hundreds of individual con- 
cerns will apply for credit to finance 
more capacity. Bankers should then 
remember that excess capacity was a 
principal contributory cause of the in- 
dustrial debacle of 1929, and that 


(Continued from page 17) 


excess overhead, due to carrying 
charges for excess capacity, has been a 
principal cause of losses and failures 
since that time. Expansion plans for 
individual concerns seldom give ade- 
quate consideration to the need for 
more capacity in an industry. If but 
a favorable competitive position can 
be maneuvered on behalf of the pro- 
posed production units they will, all 
too often, have easy access to financing. 
But the best laid plans for competitive 
advantage will miscarry under the 
pressure of too much price cutting 
growing out of too much excess ca- 
pacity. The heavy losses due to lax 
methods in financing certain types of 
real estate development, lumber pro- 
duction, coal, textile, and news print 
activities recently prove this point 
with ample variety of illustration. 
Bank credit should be charily ad- 
vanced for expansion in already over- 
built or disproportionately expanded 
industries. Every banker needs to know 
his statistics on the capacity of in- 
dustries which he is called upon to 
finance, and of those which compete 
directly with industries he is now 
financing. 

Balance sheets of customer corpora- 
tions must more and more be read with 
a background of economic facts and of 
the world situation. The most enviable 
of income records must more and more 
be examined in the light of current and 
prospective influences. Plans and 
budgets, particularly in times like 
these, must make adequate allowance 
for price trends, for deflation, and for 
vagaries in the rate of turnover. 

Both the income report and the 
balance sheet of a corporation must 
now be read with added capacity for 


discernment, particularly so this year. 
Two retail merchandising corporations 
appear on the surface to have made 
equivalent earnings records in 1930—- 
30 per cent down from 1929 and 10 per 
cent under 1928. One of these com- 
panies had greatly reduced earnings 
due to voluntary price reductions in 
line with the trend of wholesale prices, 
hence it took radical write-offs in in- 
ventories last year. Meanwhile this 
company maintained a “tonnage” 
turnover which slightly exceeded that 
of. both 1928 and 1929. The other 
company maintained its prices against 
the trend of the times, insisted on the 
same mark-up as in_ pre-depression 
years and argued that it was impossible 
to do otherwise because volume was 
reduced. The result was more reduc- 
tion in volume, a heavy numerical 
decrease in patronage, and a still 
slower turnover. The first company, 
although showing to no better ad- 
vantage than the second in income 
statement, and perhaps little better in 
its balance sheet, is nevertheless in a 
vastly better position to make money 
in 1931, and is a far better credit risk. 
It will have little to write off in further 
inventory deflation this year, as com- 
pared with almost certain serious 
losses of that nature for the second 
company. It has, moreover, added 
very largely to its customer good will 
through its price reduction policy and, 
having maintained its volume of busi- 
ness, is geared up to go ahead. 

It seems logical to conclude that 
bank credit files are insufficient today 
unless they supplement adequate ac- 
counting data on the company with 
adequate statistical data on the in- 
dustry and on the current trend of 
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and ADD TO YOUR PROFITS 





Mellon Travelers Cheques are popular with travelers 
because of their easy negotiability combined with 
safety, and, above all, because of their economy. 
Mellon Travelers Cheques cost the traveler only 25 
cents premium per $100. Even though the selling 
price is low, the selling bank’s commission is 50 cents 
per $100. If you are not already selling Mellon Trav- 


elers Cheques, write for further details. . 


. Mellon 


Travelers Cheques can be made a source of addi- 
tional profit for your bank. MELLON NATIONAL 
BANK, Pittsburgh, Pennsylvania. 
Capital and Surplus $22,500,000. 





MELLON /yavelers CHEQUES 
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Fingers holding papers are ng Handle 
of ACCO PUNCH does not touch hand. 
Steel dies cut holes with only a slight pres 
sure of fingers. 

ACCO PUNCHES never rust, break or 
need servicing of any sort—the safest, speed- 
jest and strongest you can buy. For all 
standard loose leaf gauges and holes. Uncon- 
ditionally guaranteed. 

wi 


ACCO PRODUCTS, Inc., 


Long Island City, N. Y. 
Acco Canadian Co., Led. 
Toronto 


ACCO PUNCHES 








Burroughs Clearing House 


will carry your Advertising 
Message into every bank in 
the United States and Canada 
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© il vertical filing of any kind. 


» al trialorder. Returnable privilege. 
Sp State inside drawer dimensions. 


SWAYSTOP CO., 1123 Mulford St., Evanston, Ill. 
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The National Personal 
Credit 


(Continued from page 27) 


unregulated. Still they accomplish a 
definite service. 


Employers’ Plans 


Many large companies have made 
an attempt during the last two years 
to guarantee their employees as much 
consideration as possible in case of 
emergency. The National Industrial 
Conference Board makes a report on 
employers’ plans, which likens them to 
credit unions. In ordinary times, em- 
ployers keep away from such plans as 
much as possible because of the details 
connected therewith. Now, however, 
no doubt due to urgent need because of 
unemployment, the total volume of 
such loans has increased. Out of 250 
companies, 127 report they have made 
loans to employees with use of an 
officers fund, a special assessment fund, 
or dividends from group insurance for 
such purpose. Our estimate of $12,- 
000,000 for this type of loan is probably 
low. 

Looking about we may, no doubt, 
find still other sources where small 
loans are made, but as far as large 
volume is concerned, our tour has 
ended. We are back in the easy chair 
under the soft light of the reading 
lamp. We close our eyes and there 
comes to us the likeness of an elderly 
Jewish gentleman, who is too busy 
taking care of his little business to find 
time to tell us about it. Then there is 
the able executive in the office of the 
personal finance company, as well as 
each of the other small loan makers, 
who pass our fancy in review —each 
developing his particular unit to handle 
certain strata of borrowers, of which 
there are many degrees. Clearly, com- 
mercial banks in entering the field of 
personal credit are developing a service 
of vast importance in the shaping of 
destiny for millions of wage earners. 


\ \ JE have been busy rubbing elbows 
and seeing how the “other half” 
lives. We can now sit here away from 


| the world and look down on the little 


For TRANSFERRED | | 


old U. S. A. with its myriad cities and 
patchwork of highways. How alike 
they are, these towns! The people, the 
trucks, the planes that move about! 
How messages flash from coast to 
coast! No wonder small loans are de- 
veloping uniformly in almost all states. 
Mass finance is a permanent need of 
this highly complex system of mass 
production and distribution. 

There’s the city of highest scrapers 
on Manhattan Island. Look at the 
records of two of the large banks. They 
show that during the past few years 
each of them has piled up a volume of 
small loans running into many mil- 
lions. At the same time all other 
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loaning agencies have increased their 
volume, indicating clearly the growing 
demand for personal credit at reason- 
able rates. 

We reach down and touch the 
Allegheny Mountains. The _ globe 
turns slowly until America is lost to 
sight and in its place is Europe. There’s 
the Tower at Paris and the new build- 
ing of Lloyds Bank in London —more 
crowded in those cities and therefore 
less individual opportunity. But in 
spite of adverse conditions throughout 
the old world, there grows a yearning 
for better homes, happier lives. Per- 
sonal credit is expanding there too. 
All classes seek to join America in the 
enjoyment of a degree of personal 
liberty never before recorded in 
history. 


Consider the Human 
Element 


(Continued from page 21) 


contentment is a great desideratum. 


Getting right down to brass tacks, the | 
fear which is haunting thousands of | 





bank clerks at this time is the fear of | 


being discharged—for no faults of | 


their own. 

It is not in the scope of this 
article to discuss the factors under- 
lying and causing this fear. I simply 
state that the fear is there and assume 
that you admit the fact. 

If this fear is present in the staff of 
your particular bank, you ought to do 
something about it. Quickly. It may 
be necessary for you to trim sails. All 
right, but do it quickly and, if possible, 
in one operation. Have you, Mr. 
Bank President, considered what the 
feelings of your staff are if you have 
been dropping one or two a month 
from the payroll during the past few 
months and they do not know where 
the ax is going to fall next? Far better 
to go thoroughly into the situation and 
if you must discharge anybody, “‘fire”’ 
one or two of the go-getters. But a 
better course would be to take the 
staff into your confidence—I am 
assuming you find some adjustment to 
be necessary —and institute a cut in 
salaries which will be absolutely fair. 


‘THIS is where my Jannings man 

comes in. If you overlooked him in 
the increase times, continue to do so 
in the decrease. Some very fancy in- 
creases were handed out to the go- 
getters when the going and getting 
was good; now that it is not so good 
it seems only fair that the Prosperity 
Boys should be made to jettison their 
“easy money.” 

But, if you have gone serenely on 
your way during the past ten years, 
you will not have this problem. You 
may still, however, have a decrease 
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“Ears” of 
Protection 


Behind Vault Doors 





< 


VEN behind the most sturdy vault doors you 
need positive protection. 
installed inside your vault, provides ‘‘ears’’ of protec- 
tion that are ever ready to “‘listen in’’ on any attack. 
PHONETALARM actually 


PHONETALARM, 


‘thears’’ disturbances 


made upon the surface of or within the vault—then 
quickly, silently, signals an alarm to an A.D.T. Central 


Station. Police are notified, investigators are fast upon 
the scene—when PHONETALARM “‘phones’’for help. 


In your vaults, where vast sums and priceless valuables 
are held in trust, PHONETALARM will insure utmost 


protection. 


Easily installed in old vaults or new— 


write for complete information. 
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problem to face. If you have, it should 
be faced now, for the contentment of 
your staff, for your own good, and for 
the good of the country, and disposed 
of. You will find that the staff have 
been doing a lot of thinking in the 
past year and a policy of openness at 
this time will repay you in the end. 
You will find that your staff of, say, 
thirty, would rather continue as a staff 
of thirty, with a 10 per cent or even a 
20 per cent reduction in salaries, than 
as a staff of gradually diminishing num- 
bers, living, like the French aristocrats 
in the Conciergerie, from day to day 
wondering on whom the Guillotine is 
going to fall next. Re-establish a feel- 


ing of security in your staff—if you 
have been unfortunate enough to have 
caused that feeling to be lost. 

And at the risk of being thought a 
tract-writer, I would add that frank- 
ness and fairness beget loyalty; secrecy 
and favoritism beget distrust, dissension 
and disrespect. In passing, I might 
add here that I believe in the open 
payroll —let every man know his col- 
leagues’ salaries —(it works quite well 
in my own bank). Under this system 
there can be no carking doubts of un- 
fairness, no whisperings of discontent. 
But if you do not care to go this far, 
at least apply the principle to any 
salary cuts (by the way, it should 
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GILBERT 
SAFETY BOND 


Gilbert Safety Bond combines staining 
upon application of ink eradicator with 
smoothly laid surface tints for protection 
against mechanical erasure. 


The surface tints are not patterned and 
therefore permit the lithographer or printer 
to produce any effect that may lead to 
beautiful and unique checks. This surface 
color being without pattern also makes the 
check more legible and less tiring to 
examining eyes that look at thousands of 
checks every day. 


These are the reasons that Gilbert Safety 
Bond is becoming one of the most popular 
check papers with both large banks and 
large institutions. Popularity is based on 
merit. Ask your printer or lithographer 
for samples and prices, or write direct to 
manufacturer for sample book. 

Gilbert Paper 


Company, Menasha, Wisconsin 
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not be assumed that the cuts are 
permanent) which you may have to 
make. 

And remember that your staff are 
your staff because they sought respect- 
ability of position and security of in- 
come rather than great possible riches; 
because they sought a settled environ- 
ment rather than the ups and downs 
of the entrepreneur. 

And—one last crack at the go- 
getters —remember that the gauge of a 
banker is the size of his brain 
not the length of his tongue. 


Salaries on a “Point” 
System 


(Continued from page 19) 


the work record, 


| does not depend entirely thereon. 


I can recommend this system to 
those who are having troubles with 
their bookkeeping departments and 


| although no system works out abso- 








lutely fool-proof, such a difference as 
we have experienced in general morale 
and efficiency is well worth working 
for. 

I believe the idea, with modifications, 
is adaptable to any bank, large or 
small, and would aid distracted execu- 
tives in keeping their bookkeeping de- 
partment functioning smoothly and 
efficiently. 


Debit Service, Credit 
Ledgerkeeper’s Salary 


By Floyd S. Chalmers 


PAY the salary of my current 

account ledgerkeeper out of service 
charges for operating accounts”’ said 
one Canadian bank manager. ‘“‘That 
is my objective. It is a purely arbi- 
trary basis of figuring what I should 
take in annually in service charges, 
but it works very well. What should 
be charged on any individual account 
is something to be determined by 
all the circumstances. Factors that 
count are the number of checks issued 
for the balance kept, and the amount 
of business contributed to the bank 
by the client in the form of bills to 
discount, money orders and so on. We 
charge anything from $1 to $4 a month 
for operating these otherwise unprofit- 
able current accounts. If we find that 
any savings account is so active that 
it is losing us money, we request the 
client to change over to a current ac- 
count and then we agree upon a 
monthly handling charge. The item 
is small in any individual case but it 
brings in $1,200 a year, which pays 
for the ledgerkeeper’s salary.” 








by 
of : 
con 
in t 
age 
prit 
tior 
dut 
wol 
bar 
act. 
foll 
wit 
the 
cer 
reg 
gen 
eve 
at | 





Ci aa eS |]! 


Ce Ww 


Vee 


a rt 


SS 





CLEARING HOUSE 


(Zanadian Notes and Comment 


By G. A. G. 


HE “Utopia” in bank identifica- 

tion has been avoided in Canada 
by the defeat in the Canadian senate 
of a bill which would have required 
compulsory registration of all persons 
in the Dominion over sixteen years of 
age. The measure, although designed 
primarily to assist police and immigra- 
tion officers in carrying out their 
duties, had several features which 
would have been useful as applied to 
banking. Under the provisions of the 
act, registration would have been 
followed by the issue of a certificate 
with the photograph and signature of 
the person attached. There were 
certain exceptions to the universal 
registration but the requirements were 
general enough to have given almost 
every Canadian citizen the last word 
at the teller’s wicket. 


* * * 


“Caduceus,” the bright little staff 
organ of the Canadian Bank of 
Commerce, tells us that at one of the 
Commerce branches where many new 
Canadians are numbered as customers, 
the manager and staff had their clients 
so well trained in making out deposit 
slips that even the teller’s initials were 
copied by the conscientious depositors. 
The manager of a western branch of 
another bank relates that an educa- 
tional campaign conducted by himself 
among his foreign customers was even 
more successful. In fact he says his 
clients became overtrained and com- 
menced writing up their own pass 
books, much to the discomfiture of the 
ledgerkeeper. 


* * * 


The old maxim ‘‘Every Dog Has His 
Day” has been proved again with 
Canadian gold mining stocks taking 
the leading role. 

Some years ago bankers would smile 
when a ‘“‘would-be-borrower’’ would 
sheepishly tender gaily decorated gold 
mining shares as collateral security 
foraloan. While often the banker had 
a few of them himself tucked away 
somewhere, the majority of the Cana- 
dian gold mines were hardly out of the 
prospect stage and were rated about 
the same as a ticket in a baseball draw 
as collateral security. Stocks of the 
leading gold mining companies, how- 
ever, have now come into their own 
and the Canadian gold output is one 
of the bright spots on the business 
horizon. Production is being stepped 
up at the important mines, ore reserves 
are increasing and with low labor costs 
the golds are increasing their divi- 
dends and building up cash reserves 


while the industrials are passing or 
slashing payments to shareholders. 
The gold stocks have also given a firm 
display on the markets and the divi- 
dend payers are now looked upon with 
favor by the banks. As one manager 
pertinently points out. “A gold mine 
has the edge over an industrial, there 
is no marketing or inventory problem.” 


* a * 


Is the signature system becoming 
out of date? More than one banker 
has given this serious thought of late 
on account of the epidemic of forgeries 
which has swept the country. Some 
of the clever forgeries have shaken the 
faith of bankers on the reliance of 
written signatures as authority for 
payments of substantial sums. One 
banker believes that the universal 
adoption of the finger-print system 
would save the banks and business 
generally the large sum now exacted 
by forgers. Canadian banks have 
hesitated to use the finger-print system 
except by way of experiment in some 
of the savings departments, many 
managers believing that the public is 
opposed to the method because of its 
association with crime. The head of 
the identification department of the 
Vancouver police department, how- 
ever, has done much to lift finger- 
printing out of the criminal category 
in Canada. Believing that finger- 
printing can be made an aid to business 
and particularly to banking, he has 
endeavored to make it popular with 
all classes and professions. He has 
convinced leading men throughout the 
Dominion of the value of such identi- 
fication and has in his files the prints 
of premiers, industrialists and leading 
business men throughout Canada. 


* * * 








Another branch has been opened by 
airplane and a new name appears on 
the list of branches of the Canadian 
Bank of Commerce. For the time 
being it is designated ““Bannockburn 
Township Branch,” as the “town” 
has no regular name yet. No, they 
haven’t got a post office or a railroad 
either but they have a lot of trees and 
some picturesque scenery. They also 
have some rocks in the vicinity which 
everyone is hoping will make it the 
next big gold camp in_ northern 
Ontario. The town frills will come 
later and in the meantime the pros- 
pectors, miners and the bank are 
waiting for the rest to catch up with 
them. 

Although branch extension statistics 





have turned down since the first of 


Forty-one 


MONEY THAT 
FIRE COULDN'T 
DESTROY 


A fire. . . swift . . . destruc- 
tive... everything in ashes. 
The insurance covered all loss 

..except one hundred and 
thirty dollars that had been 
burned. But this, too, was recov- 
ered, for zt was in A.B. A.Cheques. 

Kept in the house for con- 
venience or carried with you 
when traveling, A. B. A. 
Cheques are positive insurance 
against the loss of your money 
by fire, theft or destruction in 
any form. 


A. B. A. Cheques are safer 
than cash, and readily spend- 
able. Get them at your own 
bank . . . use them anywhere. 
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CERTIFIED 





OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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A Fine Modern Vault for 
A Modern Bank 


Rising 260 feet above the street level and adding an impressive 
touch of beauty to the city’s sky line, the new building of the 


GENESEE VALLEY TRUST COMPANY 
ROCHESTER, N. Y. 


contains banking facilities that are among the finest and most 
modern in the state. The great vault, built and installed by 
YORK, is guarded by forty ton doors, while inside the reinforced 
concrete walls is a heavy steel lining of the very latest type, 
including a substantial layer of chemical plates. 


Handsomely finished in polished steel and equipped with a 
complete ventilating system as well as several thousand new 
boxes, the vault of the bank pro- 
vides its clients with the very latest 
form of design and protection. 


Forty years of designing, building 
and installing vaults in all parts of 
the world have brought the YORK 
organization a priceless experience 
which is yours for the asking. 


YORK SAFE & LOCK CO. 
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NIGHT DEPOSITORY 


} THE BANK VAULT INSPECTION CO 
r¢ S SOUTH I8TH. STREET 
(WO. 3 tv PHILADELPHIA. PA. <-\__-*4 











When They Plan Hold-Ups 
They Avoid Padua-Protected Banks 


ND thus human life is not subject to the 
same risks as in banks where Padua Hold- 

Up Protection is lacking. False alarms, also, 
areavoided. Let us tell youhoweasily Padua 
can be installed with your present system. 





Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
73 Seneca Street Cohoes, N. Y. 
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the year, the Canadian chartered 
banks are continuing to open branches 
at strategic points in many sections of 
the country. For the three months 
ending March, 1931, nine branches 
were opened and twenty-four closed. 
Of the branches closed, sixteen were 
located in the western provinces and 
in some cases represented a consolida- 
tion of business at overbanked points. 


* * * 


The larger cities continue to add to 
their quota of branch banks, the 
Royal Bank of Canada opening its 
twenty-fifth office in Vancouver and 
the Canadian Bank of Commerce in- 
creasing its Hamilton representation 
to thirteen offices. The Commerce 
also established another branch in 
Toronto and the Banque Provinciale 
opened a new Montreal office. 










* * * 


Probably nothing shows so graphi- 
cally the interest the banks have in 


followed the prospectors into isolated 
spots than the Imperial Bank of 
Canada’s map of the Ontario and 
Quebec mineral areas. This effective 







mining publications indicates the loca- 
tion of the seventeen Imperial branches 
in the mining country and shows the 
principal mineral fields tributary to 







































* * * 







Mining branches in British Columbia, 
Ontario, Quebec and Manitoba which 
have been claiming that they have 
**Million dollar basements” in the form 
of the gold, silver and copper ore which 
is mined beneath them, had their 
laurels threatened recently from an- 
other section of the Dominion when 
it was reported that oil had been dis- 
covered in the cellar of the Bank of 
Nova Scotia at Glace Bay. 





* * * 





The suggestion of Rt. Hon. Arthur 
Meighen, former premier of Canada, 
that the Canadian silver coinage be 
extended to include one-dollar and 
two-dollar pieces, has aroused con- 
siderable interest in Canada. While 
the silver problem has wide ramifica- 
tions and such action by Canada 
would have but a minor influence on 
the situation, it is felt by many that the 
circulation of one and two-dollar pieces 
would at least absorb some of the 
Canadian silver output and assist in 
reviving the Canadian silver camps 
which have been in the doldrums since 
the disturbance in the silver markets. 





* * * 


Some bankers believe that difficulty 
might be encountered in persuading 
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the public to accept one and two- 
dollar coinage over the counter. The 
Canadian reaction to the United States 
silver dollar is cited as an indication 
that the extension would meet with a 
cold public reception in Canada. It 
has been found by experience that 
while the small American silver coinage 
will circulate freely in Canada, the 
silver dollar usually finds its way to 
the bank at the first opportunity. 
Based on the United States circulation 
statement for April which showed 
approximately $34,000,000 in silver 
dollars in circulation, it .has been 
estimated that Canada could circulate 
about $3,000,000 in one-dollar ‘‘cart- 
wheels.” 


Cheap Money a Mixed 
Blessing 


(Continued from page 8) 


service to their clients. This has re- 
sulted in a reduction of loans and an 
increase in investments. It is prob- 
able that from 10 to 20 per cent of the 
aggregate of loans and investments of 
the country’s banks are represented 
by securities whose yield has been 
reduced by the collapse of money 
market returns. This has served to 
diminish the income of our banks. 
At the same time they have been 
compelled to take increasing losses on 
direct loans and on depreciation in 
their bond portfolios. 


F we take 1921 and 1922 as guides, 
it is safe to say that the country’s 
banking institutions will have to 
charge off for losses on these two 
accounts as much as 20 per cent of 
their gross income. The decline in 
money rates accentuated by Federal 
Reserve policy comes at a particularly 
inopportune moment and has forced 
our banks to adopt the most unpala- 
table correctives. Clearing houses 
throughout the country are resorting 
to the only remaining expedient, viz.: 
a reduction in the interest paid to 
depositors. The banks have not 
reduced the rates charged their cus- 
tomers for loans, except only to the 
ablest borrowers in large cities where 
some semblance of a money market 
exists, and an examination of the 
changes now taking place in banking 
costs shows such a concession at this 
time is entirely out of the question. 
A tabulation of credit and debit 
items in the cheap money account 
leaves the balance very much in 
doubt. Cheap money for the bulk of 


economically constructive purposes is 
largely a delusion. That statement of 
course must be qualified by the 
exceptions which have already been 
noted. On the other hand, the injury 
to the banks of the country is very 
real and to some extent unnecessary. 
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Select 
the Smoothest check paper-- 


and then ask the price! 


FTER you have satisfied yourself, by 
A careful tests, that Hammermill Safety 
Paper is best suited to your requirements— 


It’s an added satisfaction to learn that 
you get this paper at a lower cost! 


At the first stroke of your pen, you ap- 
preciate the unique smoothness of Hammermill 
Safety. Make your own comparisons.* 


Try folding and refolding it. In tests, 
Hammermill Safety stands hundreds 
of folds. 


Try tearing it. The strong new 
fibers of Hammermill Safety give 
exceptional toughness. 








This paper’s uniformly high quality and 
reasonable price are due to complete manufac- 
ture in one plant— from raw material to the 
finished sensitized sheet. 


No one objects to paying less for higher quality. 

























NO PASTING TO DO ON 
The “All Automatic’’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Pats. Pend. 





STRAYER COIN BAG CO. pas 
New Brighton, Pa. ae 


Branch Offices: 
30 Church St., 
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New York City 


Portland, Oregon 
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Banco Corporation, Ltd., San Francisco BOTTOM 








In writing to advertisers please mention The Burroughs Clearing House 








Forty-four 

















heidd, goo 


an 


with 


VENETIAN 


KN 


\ 


— 
= 
—, 
— 
—— 


IK 





Soft light—no 4@lare; 
Ventilation—no drafts 


N the spirit of today—color- 
ful, comfortable and dis- 
tinctive—Victoria Venetians 


bring to banks an atmosphere 
of cheer, restfulness, dignity. 


They seem to say to callers: 
The surroundings are attrac- 
tive...the lighting excellent... 
the effect pleasing...the bank 
seems progressive, interested 
in customers’ 
must be a good institution to 
deal with. 
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“Better Daylight” tells the 
story. 


May we send it ? 


The Bostwick-Goodell Co. 


Blinds since 1894 
NORWALK, OHIO 


Representatives in Principal Cities 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


m HE present moment is one of 

great distress. But how small 
will that distress appear when we 
think over the history of the last forty 
years —a war compared with which all 
other wars sink into insignificance — 
taxation such as the most heavily 
taxed people of former times could not 
have conceived—a debt larger than 
all the public debts that ever existed 
in the world put together . : a 
is the country poorer than 
in 1890? We fully believe 
that it has been constantly 
growing richer and richer. 
Now and then there has 
been a stoppage, now and 
then a short retrogression, 
but as to the general tend- 
ency there can be no 
doubt. A single breaker 
may recede, but the tide 
is certainly coming in.” 
This quotation sounds as 
though it might have been 
made almost anywhere in 
the United States during 
the past year or so. In 
point of fact it was part of an article 
by the famous writer Macaulay in 
the Edinburgh Review of 1830 and 
deals with the condition of England 
at that time. In order not to dispel 
the illusion too soon we changed “1790” 
to read “1890.”" Further in the article 
he looks forward a hundred years and 
imagines in 1930 ‘‘millions better fed, 
clad and lodged” than in 1830. Can 
anyone have any real doubts that the 
next century will bring corresponding 
progress? 


* * * 


Incidentally, Macaulay writes of 
the growing tendency —in 1830—for 
government to interfere in business 
and speaks of the “mischievous pro- 


| hibitions and even more mischievous 


| ment confine itself to its own 
| mate duties of 





| 


| 


protections,” and urges that govern- 
legiti- 
maintaining 
peace, defending property, diminishing 
the price of law, and observing strict 
economy in every department of state. 


* * * 


A bank wrote to another bank which 
had just made a collection charge for 
handling a promissory note, protesting 
against the charge on the ground that 
the maker of the note was a customer 
of the bank making the charge and had 


| requested that it be presented for pay- 


| 


ment there. The reply was that in the 
transaction the bank was not repre- 
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Mr. Sanders 


senting the maker of the note but the 
payee, and that if he wanted the pro- 
tection of having the transaction 
routed through a bank he should be 
willing to pay for it. An instance of a 
bank being willing to stand up for its 
rights. We are still doing far too much 
gratuitous work. 


* * * 


The Federal Reserve Bulletin points 
out that loans and invest- 
ments of banks decreased 
by a billion dollars in the 
period from October, 1929, 
to December, 1930. <A 
large factor in this decrease 
is surely the enormous 
volume of stock financing 
on an attractive “rights” 
basis or bond issues with 
“convertible features,” in 
1929. People are steadily 
paying off the debts created 
for stock investment. 
Meantime many corpora- 
tions have enormously 
swollen capital structures 
that they cannot use in their own 
operations and this accounts in part 
for the “‘easy money” conditions and 
the large demand for liquid and short- 
term securities. One thing that would 
improve present conditions would be 
for some large corporations to reduce 
their capitaland hand oversome of these 
liquid funds to their stockholders. 


* * * 


Philip Withermore, vice-president of 
the Futurity National, says that most 
of the installment business in his town 
is done on the wrestling plan —cash as 
cash can, or a dollar down and a dollar 
any time you feel like fighting for it. 


* * * 


How long does it take for a person 
to become a “regular customer’ of a 
bank? A lady recently stayed three 
months in our town, opening an 
account on arrival and maintaining a 
satisfactory balance. When she went 
away she found herself short of money 
aand, in addition to drawing out her 
balance, presented a check on a distant 
city for $100. When the bank demurred 
at cashing it she maintained that she 
was a “regular customer.” Was she? 


* * * 


Philip Withermore says that bank 
clerks nowadays cannot add or sub- 
tract figures any more. It used to be 
that a teller had a mind that ran on 
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CLEARING HOUSE 


ball bearings, but now all his mind 
runs on is ball averages. 
* * * 

Speaking of baseball, there was the 
bookkeeping department that was full 
of baseball fans. Eventually the 
cashier put up a notice as follows: 
““Any employee wishing to attend the 
funeral of a relative is requested to 
notify the cashier’s department before 
ten o’clock on the day of the game.” 

* * * 

A customer of large means stopped 
at the cashier’s desk and said “I want 
to deposit $100,000 in your bank.” 
The officer began to express his appre- 
ciation and the customer, an incurable 
practical joker, said: “I did not say I 
was going to put in $100,000. I just 
mentioned that I wanted to.” 

* * * 

A good banker recently gave in- 
structions that under no circum- 
stances were code telegrams to be 
decoded and the plain English transla- 
tion written on the telegram itself, 
either for incoming or outgoing tele- 
grams. He said that it was equivalent 
to handing the codebook to anyone 
who might want to use it for dishonest 
purposes. 

* * * 

Our friend the auditor has sent 
around his bank and collected all 
blank receipt forms for destruction. 
He says that if a bank includes among 
its stationery list a printed receipt in 
blank for general use, it undermines all 
his carefully planned systems that 
depend on numbered receipts. For a 
dishonest employee could hand out a 
receipt with the bank’s name printed 
on it, looking (to the customer) per- 
fectly regular and official, and then 
divert the customer’s payment to his 
own use. The use of numbered re- 
ceipts, each of which must be accounted 
for, checkmates this possibility. 

* * * 

A bank was to have an evening 
banquet to directors, officers and 
employees. The publicity man was 
very busy over his typewriter on the 
morning of the day set for the banquet. 
He said: “I am just writing a graphic 
account of what happened this evening 
for the morning papers.” 

* * * 


A credit officer writes: ‘“‘We have 
got altogether too prone to rely on 
stock exchange collateral as security 
for loans. Of course where the col- 
lateral is of the best and margins are 
ample, it is all right. We see the other 
side in cases where loans have been made 
On securities with a limited market 
to customers who have affiliations with 
important accounts or other influences 
that place them in preferred standing 
at the bank. The collateral depre- 
ciates in value until the loan is en- 
dangered, and yet the banker hesitates 
to call for more security or liquidation. 


The real trouble arises from too much 
reliance on the collateral in the first 
place. If proper credit tests were 
applied to such loans and they were 
made only for constructive purposes 
and with a definite source of repay- 
ment in sight, such situations would 
not arise.” 
* 2s «¢ 

A lady indignantly exclaimed “I 
won’t cash my checks here any more,” 
when a teller questioned her as to 
identification. The bank had been 
from time to time obliging her by 
cashing checks drawn on another city. 
On this occasion there was no one in 
the bank who could identify her. She 
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seemed to be genuinely convinced that 
she had been conferring a favor on the 
bank in cashing her checks there. 


* * * 


It seems elementary, but there are 
banks that do not practice one of the 
first principles of management —that 
of matching up authority with responsi- 
bility. How often do we find a depart- 
ment where the head is expected to 
get the work done and reduce the costs 
of doing it and so forth —yet where he 
is powerless to choose his own assist- 
ants but must take what a “personnel 
department” or a higher officer gives 
him. Best results are obtained where 
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@ Why the Campaign for Savings? 


being sponsored nationally by the American 
Bankers Association.—By A. C. RoBINSON, 
president of the Savings Bank Division. 


@ The World’s First Promissory Notes 


being a visit to the Chase National Bank's 
collection of the moneys of the world and 
a flash-back to ancient Nippur. 

- —BY HowARD WRIGHT HAINES. 


@ Why Did That Bank Fail? 


a lesson in management, contending that 
there are too many incompetent officers 
with irrational ideas running good banks 
into the ground.—By DonaLp B. SMITH. 


@ Who Is Scotching the Wheels? 


in which “business may be counted upon 
to remain inactive and afraid to the extent 
that the bank stores up and hoards large 
surpluses of idle money, while the banker 
sounds tones of pessimism and holds to a 
suspension of ordinary process in service 
to his community’ —By CHARLESN. Evans. 
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The Burroughs that 
provides complete 
typewritten de- 
scription with the 
many advantages of 
Burroughs auto- 
matic features. 
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CLEARING HOUSE 


Bookkeeping Machine 
Posts All These Records 


This typewriter bookkeeping machine is specially 
designed for the moderate-sized bank. With this 
one Burroughs the bank can obtain complete 
machine-posted records for three departments: 


Loan and Discount— 
General Ledger — Transit 
A Burroughs man will be glad to explain the many 


advantages of handling your work on this machine. 
Call the Burroughs office near you, or write: 
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Burroughs Adding 


Machine Company 
Detroit, Michigan 


ADDING - BILLING MACHINES 
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Increases efficiency and reduces fatigue in office 
work. The support for the back—at the exact spot 
where the spine needs support—is an extremely 
important factor in the promotion of health, vigor, 
alertness and efficiency. 


All metal construction, easy adjustment without 
tools, ball bearing swivel and thick cushions are a 
few of the features of the Burroughs Chair. For 
more information call our local office or write to 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


ADJUSTABLE TO ANY POSITION 
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|a real expense budget is set up and all 
officers and heads of departments are 
given a free hand in management with 
|“‘beating the budget” as the real test 


| of efficiency. 
* * * 


| 

| In the trust department there are 
| two kinds of audit. One is the routine 
| checking of securities and other prop- 
| erty against the records set up to 
‘control them, together with verifica- 
| tion of all changes in the holdings and 
tracing each item taken out to a sale 
and credit of proceeds, etc. The other 
form of audit takes a man with legal 
and trust department experience. It 
consists of a perusal of the instruments 
creating the trusts and a determination 
whether the property is properly held 
within the terms of the trust, together 
with examination of all appraisals and 
inventories, titles, correspondence and 
'so forth to see that the full responsi- 
bilities of the bank as trustee have been 
discharged. 





* 


| Deportment in a bank is a matter of 
‘greater importance than sometimes 
|appears. A very wealthy man was ina 
bank years ago and saw two or three 
'of the clerks cutting monkeyshines 
|somewhere in the rear. He remembers 
/about it every time that bank is men- 
| tioned and tells his friends. In a way, 
‘it is not really important but the 
|president of that bank has had the 
'story come to him indirectly so many 
|times that he is about ready to fire 
|anyone who unbends the least degree 
during business hours. 


| * * * 


What a problem we have in our 
“peak load!’ In nearly every bank 
|there are weeks and weeks when the 
|work just ambles along at an even 
gait, and then comes the period around 
|the end of the half-year, or harvest 
| time, or some other peak load period 
/and everyone is rushed almost to 
'death. The work will not wait and 
'must be done at all costs. This con- 
dition is likely to govern bank work 
‘indefinitely. About the only practical 
|remedy is to have all employees whose 
| work is postponable assigned to places 
| along the firing line. 
| * * * 


| 

| 

| A bank had just installed a night 
| depositary —the customer has a key to 
|a receptacle that can be reached from 
ithe street, leading by a chute to a safe 
in the basement —and we were talking 
to one of its officers late in the evening 
on the sidewalk. The street was 
deserted and the opportunity for a 
holdup of anyone attempting to use 
the depositary seemed to be excellent. 
We remarked on this to the officer and 
ihe very wisely replied that the danger 
of a holdup to the depositary was no 
greater than at the merchant’s own 
place of business. 
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